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The Legal System and Economic 
Development of Greece* 


SIDE from some overworked generalizations regarding poor soil, 

shortage of capital, lack of arable land, population density and 
such, there are no studies in English that deal with the general economic 
history of Greece or with specific problems in her economic develop- 
ment since the establishment of the modern Greek state in the third 
decade of the last century. An analysis of the influence of the legal sys- 
tem on this development, therefore, may throw light on Greek economic 
history in general and open a useful discussion. It may also add some- 
thing to our knowledge of the larger problem of the relation of social- 
cultural institutions and economic activity. 

Many obstacles were encountered in writing this essay. The subject 
does not lend itself to a statistical approach. Primary sources, such as 
court decisions, texts of laws, legal commentaries, and discussions pre- 
ceding the enactment of laws, are not easily accessible outside Greece. 
Available data are fragmentary and not always reliable, particularly 
for the early period of statehood. The argument here developed would 
be strengthened if the legal system of Greece could be compared with 
those of the other Balkan countries, which faced similar difficulties 
after their independence from Turkey. But this is too large a subject 
in itself for a brief paper. Much of what follows is qualitative and 
impressionistic, based in part on the author’s experience in Greece. It is, 
therefore, only a preliminary investigation that poses more questions 
than it answers. 


*TI should like to express my appreciation to C. M. Cipolla and J. B. Condliffe of the Uni- 
versity of California, G. L. Kustas of the American Numismatic Society, and Alan W. Ford, 
formerly with the Office of the Legal Adviser, Department of State, for their valuable com- 
ments. I also wish to thank the Social Science Institute of the University of California for a 
grant to complete this article. 
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During the early period of Ottoman rule economic activity in the 
area that today is Greece was organized largely on a peasant basis, cen- 
tered on the isolated, self-sufficient household. Class differentiation was 
not clear,’ except in the provinces and islands occupied by the Venetians, 
where feudal relationships had been maintained or introduced. The 
large estate, usually owned by the Church * or the Ottomans, was pre- 
valent in the plains, while small family farms were typical in the more 
isolated regions.* Domestic trade was mainly local; contact with the 
outside world was confined to a few such centers as Yannina, Pelion, 
Zagoria, and Salonika, through which handicraft products, cotton, 
linen, and cereals were exported.* 

After mid-eighteenth century, however, new and powerful forces 
substantially affected the economy of Greece. These were later to play 
a crucial part in the timing and direction of the Greek revolution of 
1821, and were to determine indirectly many of the events and issues in 
the young state of Greece. They arose primarily from the participation 
of an increasing number of Greek merchants, artisans, entrepreneurs, 
and financiers in the economies of central Europe, southern Russia, 
and France. Other stimuli to economic change were the liberalized 
economic policy in the Peloponnesus after the expulsion of the Vene- 
tians,” expansion of European trade in the Balkans with a consequent 
increase in domestic trade, and the rapid growth of the Greek merchant 
marine. Balkan trade was increasingly in the hands of Greeks, Jews 
from Salonika, and Macedonian Slavs. In the south it passed through 
Salonika and Smyrna, but other, less significant commercial centers, 
such as Patras, Yannina, Arta, and the Aegean islands of Hydra, 


1 The High Clergy maintained its economic and social privileges throughout the Ottoman 
period. Some social stratification developed in the seventeenth century with the rising importance 
of the Phanariote Greeks in the affairs of the Ottoman state, the increasing communal self- 
determination, and the increasing number of Christian landowners. 

21In the Aegean island of Chios, for example, the clergy owned 32 of 68 villages, 300 mon- 
asteries, and 700 churches. Ownership patterns were similar on the island of Samos. Ch. 
Evelpidés, Otkonomiké kai Koinoniké Istoria tés Ellados [Economic and social history of 
Greece] (Athens: Papazésés, 1950), p. 38. 

3 Ibid., p. 29. 

4N. Svoronos, Histoire de la Gréce moderne (Paris: Presses Universitaires, 1953), ch. i. 

5 Economic activity in the Peloponnesus increased considerably after the Ottoman reoccupa- 
tion of Morea in 1715. Some of the reasons were: the limited Turkish interference with trade, 
less onerous taxation than that imposed by the Venetians, and the immediate interest of the local 
Turkish administrator in higher land output. 
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Spetsai, Psara, and Chios shared in it.* As economic activity increased 
in the Balkans and central Europe, a greater number of Greeks mi- 
grated, augmenting the already established Greek commercial colonies. 
The westward and northward movement of enterprising Greeks was 
made easier after the treaties of Karlowitz (1699) and Passarowitz 
(1718), by which Austria granted special privileges to merchants from 
Greece. It gained momentum from 1770 to 1778, when Albanian forces 
massacred, looted, and pillaged the Peloponnesus after the failure of 
the Orloff expedition and the Morea revolt.’ 

By the end of the eighteenth century there were flourishing Greek 
communities in central Europe, Russia, and Mediterranean ports. 
Vienna, Gy6ngyos, Budapest, Bucharest, Iasi, Odessa, Braila, Kiev, 
Rostov, Moscow, Trieste, and Leghorn were among the prosperous 
centers where Greek merchants, shipowners, and financiers not only 
amassed large fortunes but sometimes played prominent parts in 
local administration, particularly in Russia and Wallachia.* Alexander 
Pecz wrote that “the development of the trade of Vienna could not be 
understood without a consideration of the important part played by 
Greek bankers and traders.” ° 


6 Svoronos, Histoire, pp. 26-28. 

7 It was estimated that more than eighty thousand Greeks moved to central Europe after the 
ill-fated Orloff expedition ended. Const. Philippides, New Geography, Vol. 1 (1810), p. 136, as 
cited by J. Cordatos, “‘Regas Pherraios kai e epoche tou”’ [R. Pherraios and his epoch}, Archeion 
Kornonikon kai Otkonomikon Epistemon {Archives of social and economic sciences], X (1931), 
205. See also David S. Landes, Bankers and Pashas (London: Heinemann, 1958), pp. 24-28. 

8 The history of the Greek merchants and entrepreneurs in central Europe and Russia during 
this period is both fascinating and enlightening. Unfortunately, no study is available in English. 
Insights into the conditions that permitted an ethnic group to develop such entrepreneurial skills 
are found in the stories of the three generations of Sinas from Moschopolis, who started as cotton 
peddlers to become barons of Austria, directors of the Bank of Austria, and owners of insurance 
companies; of the Makrides brothers and the Bendeti family, who operated publishing houses; 
of the Zosimades brothers and the Zappas in Rumania; of Terzes, mayor of Pest (1750); 
of Priggos in Amsterdam; Vallianos and Varvakes in Russia; and many others. Sp. Lampros, 
Selides ek tes Istorias tou en Ougaria kai Austria Makedontkou Ellenismou [Pages from the 
history of the Macedonian Greeks in Hungary and Austria] (Athens, 1912), reprint from 
Neos Ellenomnemon, VIII (1911). Also “Kataloipa bibliothekon diaforon, Romes, Venetias, 
Pestes kai Viennes di ‘on Manthanomen ta onomata, ta epagelmata, tous gamous, tas vaptiseis 
kai thanatous Ellenon paroikon” [Information, names, professions, marriages, and deaths of 
Greek immigrants, from the libraries of Rome, Venice, Pest, and Vienna], ibid., XVII (1923) 
and XIX (1926); L. S. Stavrianos, Balkan Federation (Northampton, Mass.: Smith College 
Press, 1941), pp. 8, 30. For detailed bibliographies on the Greek communities and their eco- 
nomic and intellectual activities in the last two centuries see Megalé Elléniké Encyclopaedia (24 
vols.; Athens, 1934), Vol. X, ch. ix; A. Horvath, Magyar-Gérég bibliographia (Budapest, 1940) 
and the volumes of Magyar-Gérég Tanulmanyok (Budapest); N. Tomadakés, ‘Peri ton 
Ellenék6n Koinotétén Bibliographia” [Bibliography of the Greek communities abroad], 
Athena, LVII (Athens, 1953), 20-33. 

9A. Pecz, Die Griechischen Kaufleute in Wien (Vienna, 1888), p. 2; and Adamantios Korais, 
Mémoire sur l'état actuel de la civilisation dans la Gréce (Paris, 1803). 
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The rise of these commercial colonies was accompanied by a swift 
growth of shipping activity. The development of the Greek merchant 
marine was greatly stimulated by the treaty of Kuchuk-Kainardji 
(1774) and the supplementary conventions of 1779 and 1789, which 
gave Russia the right to navigate freely in the Black Sea and allowed 
Greeks to use the flag of Orthodox Russia. The growth of the merchant 
marine was further accelerated by the Anglo-French struggle, which 
necessitated the departure of many French and English ships from the 
Mediterranean and the Black seas.’® During these wars the Greeks 
replaced the French as the carriers of the Levant. Salonika became a 
great entrepot. The Aegean islands of Hydra, Spetsai, Psara, Andros, 
Myconos, and Skopelos, and the towns of Kyme and Galaxidi, de- 
veloped sizable merchant fleets.” 

These mercantile groups were destined to be instrumental in resur- 
recting Greece as a nation in the third decade of the nineteenth century. 
The shipowners in the Aegean islands and the merchants in the trad- 
ing and handicraft communities on the mainland—Yannina, Kozani, 
Patras, Salonika, etc.—became the nucleus of the Greek bourgeoisie. 
Greek merchants abroad, under the influence of the French Revolu- 
tion, were among the first to develop a national Greek conscience and 
feel strongly the need for trade and economic freedom.” This class, 
with its strong mercantile orientation, gave rise to an intensive educa- 
tional and intellectual renaissance that awoke and shaped the national 
conscience of Greeks in the Balkan region and in Greece proper. Along 
with scholars and administrators, they stirred the peasantry at home 





10 After the introduction of the Continental System output, exports and prices of Greek 
products rose significantly. For example, exports of silk from the Peloponnesus rose from 35,000 
okas in 1794 to 74,000; its price increased from 12 to 65 grossi (Turkish piasters). In the same 
period total agricultural output of the Peloponnesus rose by 25 percent and its value from 15,- 
000,000 to 63,000,000 grossi. M. B. Sakellariou, E Peloponnésos kata tén Deuteran Tourkokra- 
tian [The Peloponnesus during the second Turkish domination] (Athens: Verlag der Byzan- 
tinisch-neogriechischen Jahrbiicher, 1939), pp. 212-15. 

11 Adamantios Korais, in his memorandum of 1803 to the Society of the Observers of Men 
in Paris, reported that the Greek merchant marine had 556 ships totaling 131,110 tons and 
manned by 16,131 seamen. The French consul in Patras estimated that in 1813 six islands owned 
417 ships employing 11,805 crewmen. F. Pouqueville, Voyage de la Gréce (6 vols.; Paris, 1829), 
VI, 294, estimated that by 1813 the Greek merchant marine included 615 ships of a total ton- 
nage of 153,580 and crews of 37,526. See also A. Andreadés, Oeuvres (3 vols.; Athens: 
Faculté de Droit de i'Université d’Athénes, 1939), “La marine marchande grecque,” II, 240-45; 
Megalé Elléniké Encyclopaedia, X, 565; L. S. Stavrianos, Balkan Federation, p. 31. 

12 The influence of the French Revolution on the aspirations of the Greek communities abroad 
and on their preparation for the independence of Greece was considerable. Example of this 
influence was the constitution of the revolutionary Pherraios, written about 1798. See Alexander 
Svolos, “Ta Préta Ellénika Politevmata’” [The first Greek constitutions], in Ephémeris ton 
Ellénén Nomikén (26 vols.; Athens, 1935), II, 737-47. 
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to revolution; provided necessary leadership out of their enlighten- 
ment, compassion, wealth, and experience; and assisted the infant state 
in its first steps. 


II 


Information on the system of law under Ottoman rule is only very 
general and incomplete. This is due, in part, to the fact that many of 
the sources of law and the legal manuscripts in use at the time remain 
unpublished and scattered in private and public libraries in Mount 
Athos and elsewhere.” 


The Ottoman empire was not a cohesive institution but a loose con- 
glomeration of numerous groups that were largely self-sufficient and 
self-governed. Within the empire there was some religious tolerance, 
extensive decentralization, and a large degree of communal autonomy.* 
Justice was dispensed by the communal authorities or the local orthodox 
bishops, or by the Turkish judge (Cadi), who was expected to apply 
the /ex patriae of the litigants in all cases except those involving land 
rights."” However, because the Cadi charged a fee and was unfamiliar 
with the details of non-Ottoman law, written or customary, litigants 
applied for justice more often to the clergy and to the Proestoi or 


13 George Petropoulos of the Law School at the University of Athens mentions eleven such 
manuscripts of collections of civil and canon laws used in the period of Turkish occupation. 
Istoria kai Eisegéseis Romaikou Dikaiou (History of and introduction to Roman law] (Athens, 
1943), ch. vii. Also Megalé Elléntké Encyclopaedia, X, 640. 

14. S. Stavrianos, “Antecedents to the Balkan Revolutions of the Nineteenth Century,” 
Journal of Modern History, XX1X (Dec. 1957), 337-39; idem, The Balkans Since 1453 (New 
York: Rinehart & Company, 1958), ch. ii. 

15 For descriptions of the dispensation of justice and the development of law during Turkish 
rule see G. Heimbach, “Griechisch-roémisches Recht in Mittelalter und in der Neuzeit,” 
Allgemeine Enzyklopddie der Wissenschaften und Kiinste (Leipzig, 1869); Zachariae von 
Lingenthal, Geschichte der griechisch-rémischen Rechts (3d ed.; Berlin, 1892); G. Geib, 
Darstellung des Rechtszustandes in Griechenland wahrend der ttirkischen Herrschaft und bis 
zur Ankunft des Kénigs Otto (Heidelberg, 1835); A. Albertoni, “Diritto bizantino, dirritti 
balcanici, diritto italiano,” Studi Rumen, IV (1929-30); N. Moschovakés, To en Elladi Demo- 
sion Dikaion epi Tourkokratias [Greek public law during the Turkish rule] (Athens, 1882); 
G. Petropoulos, Istoria, pp. 262-83; G. Petropoulos, “Dikaion,” in Megalé Elléniké Encyclo- 
paedia, X, vi, 639-50; D. Pappoulia, To Ellénikon Astikon Dikaion en té Istoriké Autou 
Exelixei [The Greek civil law in its historical evolution] (Athens, 1912); K. Triantaphyllopoulos, 
“Ellas,” Encyclopaedikon Lextkon (12 vols.; Athens, 1929), V, 418-21; P. Vallendas, “To 
Ellénikon Idiétikon Diethnes Dikaion” [Greek private international law during the first half 
of the nineteenth century], Archeion Oikondmikon kai Koindnikon Epistemén [Archives of 
economic and social science], XV (1935), 39-41; G. L. von Maurer, Das Griechische Volk in 
Offentlicher, kirchlichen und privatrechtlicher Beziehung vor und nach der Freiheitskampfe bis 
zum 30 juli 1834 (3 vols.; Heidelberg, 1835); P. Zepos, Greek Law (Athens, 1949), chs. ii 
and iii. Useful information will be found in J. Mortreuil, Histoire de droit byzantin (Paris, 
1846), Part III; H. von Witken, Die Entwicklung der Rechts nach Justinian (Halle, 1928). 
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dimogerontes (primates), who were elected and appointed by the 
community and were responsible for its administration.’* In some 
mainland regions (notably Mani) and many Aegean islands that en- 
joyed greater autonomy there were no Cadis, and justice was adminis- 
tered exclusively by the Greek communal authority. The orthodox 
bishops had jurisdiction over civil cases, particularly those involving 
family relations and inheritance. The Holy Synod, in Constantinople, 
acted as the supreme court, with the Patriarch as its chairman. In 
addition, this court, with its own jails and militia, had first-instance 
jurisdiction over penal cases."* 

The sources of law were the Hexabiblos, a six-book collection com- 
piled in 1345 by Harmenopoulos, Nomophylax and Supreme Judge of 
Salonika, imperial novellae issued after Basilica, patriarchal ordinances, 
fragmentary compilations of late Byzantine laws, translated in revised 
form into popular Greek dialects, and neo-Greek collections, such as 
Procheiron Nomikon by Bishop Theophilus. Besides these Byzantine 
and neo-Greek law collections, a significant body of customary law 
developed, becoming in time more important than statutory law. 
Legal customs, reflecting changing economic and social conditions 
under the Turks and increasingly reflecting the influence of the mer- 
cantile community, extensively modified the Byzantine written law 
and filled its gaps. Much of this common law of customs was plastic 
and local.'* It mitigated the formality and rigidity of the Roman- 
Byzantine law and made for a more practical legal system with institu- 
tions and principles unknown in the Roman-Byzantine tradition, for 
example, direct representation, validity of the informal contract, the 
law of negotiable securities, the law of partnership.’? Furthermore, 
merchants both at home and abroad were using the Napoleonic com- 
mercial code, of which there were several Greek translations. On the 
other hand, the codes drawn up by Greek jurists and Greek phanariote 
administrators in Rumania reflected, among other things, the need to 
adapt Byzantine law to current social and economic conditions, as well 





16 For information on fees charged by the Cad? and his judicial arbitrariness see H. L. C. 
Pouqueville, Travels Through the Morea (London, 1806), pp. 67-68. 

17 Jt has been argued that the function of the church in administering justice was arbitrative 
rather ‘than judicial. This was of little practical significance in view of the threat of excom- 
munication used by the Orthodox church against those who did not comply with its rulings on 
court disputes. 

18In the eighteenth century some Aegean islands (Syros, Naxos, Santorini) collected their 
local customary law into codes of customs, written in simple, popular Greek. 

19K. Triantaphyllopoulos, To Ellenikon Ididtikon Dikaion kata ton 190n Aiona [Greek 
private law during the nineteenth century] (Athens, 1924), pp. 4-5. 
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as the influence of the Greek merchant communities abroad. Impor- 
tant among these codes were: the Nomikon Procheiron by Michael 
Photeinopoulos from Chios (1765) ; the Syntagmation Nomikon (1780) 
by Alexander Hypsilanti, Ruler of Wallachia (1774-1781, 1796-1798) 
and Moldavia (1786-1788) ; °° the Code of Kallimaché (1817), which 
was a blend of Byzantine and Austrian law, local customs, and popular 
Greek law; the Code of Karadja (1818); and others.”* 

It is difficult to discern any inhibitive influence of the legal system 
during this prerevolutionary period either on the local Turkish-ruled 
economy or on the Greek communities abroad. On the contrary, exist- 
ing evidence suggests that the legal structure was informal and sufh- 
ciently elastic to suit contemporary needs. If we turn, however, to the 
era following the revolution of 1821, we are met by different—indeed, 
opposite—circumstances. 


Ill 


From the long war for independence Greece emerged wrecked and 
disorganized; economic and social conditions were deplorable; the 
country was a fallow land in ruins. Cultivation was carried out by 
primitive methods; trees were burned or destroyed; there were few 
roads and no bridges. In 1832 the state treasury contained less than 
40,000 grossi and exchange was carried out by barter. The typical lodg- 
ing was a hay hut.” These conditions changed little in the next fifty 
years. Commercial farming remained limited to currants, which became 
the most important export. As late as 1870 less than half the arable 
land was cultivated.” Transportation and communications remained 
undeveloped, with less than four hundred miles of roads constructed 


20 See the excellent edition with comments and introduction by P. Zepos in Akademia 
Athenon Pragmateiai, Vol. 1V, No. 2 (Athens, 1936). 

21 Petropoulos, Istoria, pp. 276-77; K. Triantaphyllopoulos, “Sur les sources du Code Galli- 
maque,” Revista Istorica Romana, 1 (Bucharest, 1931). The Greek law codes of Rumania were 
edited by I. and P. Zepos in Jus Graecoromanum (Athens, 1931), Vol. VIII. 

22 Economic and social conditions during the decade following independence were vividly 
described by Frederic Thiersch: “Le paysan Grec un peu 4 son aise, posséde ordinairement, pour 
labourer sa terre, une charrue et une paire de boeufs avec quelques 4nes pour transporter les 
produits des ses champs. La forme de la charrue correspond encore aujourd’hui exactement a 
la description qu’en a faite Hésiode; depuis trois mille ans rien n'y a été changé,” De l'état 
actuel de la Gréce (Leipzig, 1833), I, 293; also II, 44-89. Cf. George V. Maurer, Das griechische 
Volk, Vol. Il. 

23 Fr. Strong, Greece as a Kingdom (London, 1842), p. 3; Aristotle Sideris, Georgiké 
Politiké tés Ellados |The agricultural policy of Greece during the hundred years (1833-1933) } 
Athens: Papadogiannés, 1934), p. 59, n. 3. 
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by 1880 and about fourteen miles of railways by 1883.% Industry was 
practically non-existent, and handicrafts made no perceptible progress. 
In 1867 there were but twenty-two industrial establishments, using only 
about three hundred horsepower in all. 

Meantime professional economists were advocating the liberal prin- 
ciples of laissez-faire, but the government failed to provide even an 
elementary framework of order, security, and purpose. It is true that, 
from the middle 1880's, economic activity became somewhat intensi- 
fied as a result of various changes. Population grew very rapidly. Much 
of this growth was due to immigration from other Greek-speaking 
regions. Territorial expansion (annexation of Thessaly and Arta, 1881) 
increased the size of the market considerably and brought under culti- 
vation relatively more fertile land. There were also some improvements 
in communications and transportation, notable among which was the 
opening of the Corinth canal (1893). The merchant marine entered the 
phase of its most rapid growth. Within the period 1887-1895 its tonnage 
climbed from 260,000 to 391,000.” Tariff protection, coupled with a 
sizable depreciation of the drachma (1880-1895), provided additional 
stimulus to exports and some import-replacing industries.”* There are 
no accurate data on the volume or value of industrial output. Bickford 
Smith estimated that in 1889 there were 145 industrial plants, using 
5,560 horsepower. Of these 79 were flour mills.” 

Despite this progress, the over-all picture of the Greek economy 
throughout the nineteenth century was one of backwardness and slow 
motion. Greece did not efficiently exploit her agricultural resources, 
which could have supported a population double that of the time.” 
Agricultural techniques in use as late as the 1920’s were not much su- 
perior to those described by Hesiod. Land ownership and tenure rela- 
tionships became strained with the annexation of Epirus and Thessaly 
(1881) and part of Macedonia (1912-1913). In these regions, unlike in 
“Old Greece,” large estates were typical. With a single stroke of the pen, 





24 Greece, Annuaire statistique de la Gréce, 1938 (Athens, 1939), p. 471; E. F. G. Law, 
“Greece,” in Great Britain, Diplomatic and Consular Reports on Trade and Finance, No. 1169 
(London, 1891), pp. 26, 82. 

25 Greece, Annuaire statistique, 1938, p. 480. 

26In 1880 the rate of exchange between the drachma and the gold franc was 1:1; by 1895 
the drachma depreciated to a rate of 1.83:1. X. Zolotas, Griechenland auf dem Wege zur 
Industrialisierung (Leipzig: Teubner, 1926), pp. 20, 142; T. Kapsalis, La balance des comptes 
de la Gréce (dissertation; Lausanne: University of Lausanne, 1927), p. 250. 

27 Bickford Smith, Greece under King George (London, 1893), p. 52. 

28Ed. About, La Gréce contemporaine (Paris, 1863), p. 95, as cited by Aristotle Sideris in 
Georgthé Politiké, p. 59. 





Economic Development of Greece 181 





land relationships, as well as all civil cases in the newly acquired regions, 
were to be covered by the same Byzantine legal provisions already in 
force in the rest of Greece. Hence, the “rural problem” became a 
major social problem that stirred the country for more than four 
decades. 

Mineral wealth was not tapped until the close of the century, and 
then unsystematically by foreign firms. Little effort was made to expand 
foreign markets for commodities in which Greece had a natural mo- 
nopoly (for example, currants and figs) or a considerable advantage 
(for example, wine, olive oil, handiworks, olives). Sea wealth, fisheries, 
and handicrafts also remained insufficiently exploited. The usual com- 
plaint was that the Greek economy suffered from a chronic shortage 
of capital, but this was not quite true. The problem was not so much 
lack of capital as what Greece did with her capital. In addition to 
foreign private capital, considerable sums in foreign public loans 
moved into Greece, but they were used unproductively or wasted. 
In 1825 the proceeds of two foreign public loans ( £1,600,000) were 
squandered, appropriated by the kodjabashis and the chieftains of the 
revolution. In 1833, 60 million gold francs ( £2,400,000), or approxi- 
mately 80 gold francs per capita, were borrowed. None of this capital 
was used for badly needed improvements in agriculture, for expanding 
exports, restoring handicrafts, or rebuilding the merchant marine. Not 
a single ditch was opened or a mile of public road built. On the con- 
trary, the loan proceeds were appropriated for salaries and bonuses to 
the members of the Bavarian court of King Otto.” In the second half 
of the century large-scale domestic public borrowing began. In a coun- 
try of about 50,000 square kilometers and less than 1.5 million inhabi- 
tants, this borrowing well exceeded one hundred million gold francs. 
In addition, shipping earnings abroad and remittances from emigrants 
in Egypt and Europe became important sources of foreign capital. The 
amount of this capital is difficult to estimate, E. F. G. Law, who was 
intimately familiar with Greek finances, stated in his report to the 
British government in 1893: *° 


At the same time, such “occult” sources evidently exist in Greece in greater 
proportions than in other countries. . . . The mercantile marine earnings are large 
and increasing. The large sums remitted, or brought to Greece by Greeks who 
have earned their money abroad is a feature peculiar to the country, and of the 


29 Demosthenés Stephanidés, Etsrée Xendn Kefalaién [The influx of foreign capital] (Salo- 
nika: School of Law and Economics, 1930), pp. 172-73. 
30 E. F. G. Law, Greece, p. 31. 
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highest importance. Anyone who has travelled in the East must have been struck 
by the number of Greeks to be found in all eastern countries, earning money and 
prospering as traders and servants, and it is a fact there is hardly one of these who 
does not contribute by his remittances or legacies, or by returning home with his 
savings, to increase the wealth of the native land. . . . It is a matter of common 
knowledge that in Italy, France, and England the Greeks in business are frequently 
very rich, and it is a certain fact that there are few who do not, in some form or 
another, allow their country to profit by their wealth. 





Between 1879 and 1893 about 750 million gold francs, that is, 350 per 
capita, were lent to the Greek government by foreign countries.*’ This 
amount was approximately three fourths of the export proceeds for the 
same period. What happened to this foreign capital? How did Greece 
use it? Unfortunately, most of it was not plowed into the economy but 
was dissipated in shoring up public finances made shaky by inefficient 
administration and costly war adventures. Greece lost an opportunity 
to expand her modest real capital base and improve her productive 
capacity. Poverty, misuse of resources, a flock of petty politicians ab- 
sorbed in endless adventures, and limited horizons at home led many 
enterprising Greeks and their families to emigrate to Egypt,” the 
Balkans, and later in the century to the United States.” 


31 Stephanidés, Eisroe Xenon Kefalaién, p. 198. 

32 The rapid development of the Greek communities in Egypt began under the reign of 
Mohammed Ali, from Kavalla, who was favorably disposed toward the Greeks. For an inter- 
esting insight into Mohammed Ali's administration and his intimate relations with eminent 
Greeks of Egypt see Athanase G. Politis, Les Rapports de la Gréece et de l'Egypte pendant 18 33- 
1849 (Roma: Société Royale de Géographie d’Egypte, 1935). Also, by the same author, 
L’Hellénisme et l'Egypte moderne (2 vols.; Paris, 1929-30). 

33 Greek economists (Evelpidés, O:konomiké, p. 110; Sideris, Georgiké Politiké; G. Chari- 
takés, Ellenike Vioméchania [Greek industry] (Athens, 1926); and others have often decried 
emigration of Greeks as a drain of entrepreneurial skills and as one of the reasons for the slow 
economic development of the country. Of course, it is true that many of the Greeks who were 
driven away by poverty or dissatisfaction to the Balkans, central Europe, and Egypt were of 
the more enterprising and progressive elements of the society. It is questionable, however, 
whether their emigration impaired progress in Greece. Public administration in the nineteenth 
century was notoriously irresponsible and inefficient. (Notable was the exception of the 
Trikoupes administrations: 1882-85, 1887-90.) Under conditions of maladministration, in- 
security, and uncertainty, opportunities were limited. If these emigrants had stayed home, they 
would have been lost in the crowd of the poor, and Greece would have had to do without 
an influx of private foreign capital in the form of emigrant remittances and direct investments. 
Furthermore, despite the exodus of Greek merchants and artisans and the consequent loss of 
energy and entrepreneurial skills, the Greek economy did not suffer unduly from lack of these 
skills. The following case is offered as an example. After the successful mining operations of the 
French company, H. Roux et Cie, in Lavrio during 1867-69, as many as 1,086 applications by 
Greeks were submitted to the Ministry of Interior for licenses to exploit and operate ore mines; 
360 were granted. Evelpidés, Oikonomiké kai koindiké Istoria, p. 59. One suspects that the 
arguments against emigration as a drain of skills and economic potential were in fact connected 
with considerations of military strength, which was thought necessary to rebuild the Byzantine 
Empire. 
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This poverty-stricken society of nineteenth-century Greece enjoyed 
relative internal stability, with little friction between the peasant masses 
and the rising new middle class. The latter was not a closed group but 
one with doors half open to the surplus rural population. Furthermore, 
the traditional “great families” of landowners, big merchants, and 
local leaders, who had now moved to the political arena of Athens, 
often protected the peasantry against government oppressions, thus 
eliminating a potential source of friction between peasantry and bour- 
geoisie. 

Yet the internal stability of the society was due in large measure to 
the nature of national aspirations. The essence of Greek policy was 
Irredentism, the determination to rebuild the Byzantine empire at any 
cost and extend the frontiers to liberate all Greeks still under Ottoman 
rule. A large proportion of Greeks were outside the frontiers of the 
new state, which did not include the fertile soils of Macedonia and 
Thrace. The unifying aim of all Greeks was the “Grand Idea,” that of 
setting foot again in Constantinople. The middle class became the con- 
scious interpreter of this central policy, and its nationalistic appeal and 
wide popular support discouraged open friction among the different 
sectors of the society. Foreign-policy issues and national romantic 
ambitions to revive the glory and political boundaries of medieval 
Greece outweighed considerations of economic improvement and social 
reform. 

But as the century waned, strains began to build. The force of these 
strains was intensified in the following decades as population pressure, 
urbanization, and industrial activity increased.** The rising industrialists 
and the professional groups, growing impatient with the old, corrupt, 
patriarchal regime, demanded political reforms and “an état de droit.” 
This movement, led by Venizelos, revitalized and modernized Greece. 
But social tension grew as surplus rural population increased, emigra- 
tion to the United States was practically cut off, and entry into the 
middle class became increasingly difficult. Furthermore, the “Grand 
Idea” foundered upon the military failures of 1922, which left wide 
cracks in the solidarity of Greek society. Finally, despite the many 
efforts directed toward industrialization in the 1920’s and 1930's, the 


34 William H. MacNeil, The Greek Dilemma (New York: J. B. Lippincott Co., 1947), p. 21. 
The density of population rose from about 24 persons per square kilometer in 1860 to 42 in 
1907 and 48 in 1928. On the other hand, the occupational distribution changed, and employ- 
ment in industry, handicrafts, and mining increased from 10 percent in 1880 to 18 percent in 
1928. Greece, Annuaire statistique de la Gréce (Athens, 1939). 
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economy remained a backward system to which had been fastened a 
new, inefficient, and heavily protected manufacturing industry. The 
depression and trade contraction of the thirties hurt Greece badly, and 
in spite of the increased contribution to national income of industry, 
per-capita real income in 1939 was actually lower than in 1928, itself 
one of the lowest in Europe. 

Many Greek economists and nearly all Greek politicians have at- 
tributed their country’s economic backwardness to meager natural 
resources and such external circumstances as frequent wars, exploitation 
by foreign capital, and loss of export markets. Undoubtedly the poverty 
of Greece is partially explained by such basic economic factors as agri- 
cultural resources of low quality, a defective balance of other natural 
resources for a developed technology, failure of a minuscule economy 
to integrate into a regional or world economy, dependence on a few 
“luxury” exports and essential imports, severe population pressure, and 
relative shortage of capital. But the economic retardation of the coun- 
try cannot be attributed solely to poor economic endowment.” In part 
at least, it may be traced to the human factor and to the social and 
cultural forces that determine the framework within which all economic 
activity takes place. 

A full examination of the cultural factors that have reinforced Greek 
economic backwardness would require an analysis of traditional values 
and family structure; of the influence of the Orthodox Church and the 
educational system on human motivations and aspirations, both indi- 
vidual and collective; of the intense preoccupation of the Greeks with 
their past; and of the Greek political organization and legal system. This 
article must be confined to an examination of only part of the above: 
some salient features of the legal system that have most directly in- 
hibited economic organization and activity. 

Here a word of caution is in order. It may be argued that the Greek 
legal system was unconducive to the promotion of economic activity 
simply because the economy was backward; that is to say, that the 
law did not exert a positive retarding influence on the economy, but 
only mirrored economic institutions and a low level of economic de- 





35 The Food and Agricultural Organization Mission to Greece stated unequivocally that 
“Greece has resources and people capable of sustaining far higher productive levels than those 
so far attained. The country can very materially increase its per capita production and national 
income, probably to double or triple its present level within two or three decades.”’ Food and 
Agricultural Oragnization, Report of the FAO Mission for Greece (Washington, D.C., 1947), 
p. 3. Similar views were expressed by the UNRRA Committee on the Development of the Pro- 
ductive Resources of Greece and by the High Board of Reconstruction in its Memorandum on 
the Long-Term Programme for Greece (Athens, 1950), p. 9. 
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velopment. The argument may further run that in the face of strong 
and sustained economic forces, legal institutions and the norms of the 
law would certainly have to be transformed, and therefore all we can 
do is describe the legal system and not make it a cause of economic 
retardation. But the mechanism by which economic forces may generate 
transformation of the legal order is obscure, and social life is sufficiently 
complicated not to allow easy assumptions of one-way cause and effect.*° 
Our inquiry here is modest and concerned with this question: assuming 
that laws are made with the intention of producing certain social and 
economic results and given the backwardness of the Greek economy, 
how did the legal system independently contribute to the perpetuation 
of this backwardness ? 


IV 


The basic features of Greek law are similar in form to those of 
“Western” countries, suggesting democratic organization and relative 
economic freedom. In practice, however, Greek society has been sub- 
jected to a mass of detailed legal and administrative restrictions that 
act to vitiate these liberal principles. Petty, and often conflicting, 
regulations have stifled initiative, dulled public response to laws and 
government policy, and discouraged a sense of social responsibility. 

With the creation of the new state, its legal system moved in two 
different directions. These reflected on the one hand the forces of 
nationalism, and on the other the rationalism of the French Revolution, 
to which Greek intellectuals and merchant. groups had been exposed. 
Thus public law was modeled after French patterns. The first Greek 
Constitution of Epidaurus, January 1, 1822, was in essence an affirma- 
tion of French concepts of natural rights, rationalism, and the trichot- 
omy of state authority.’ Penal law, civil procedure, and commercial 

36 Legal philosophers, even some of those with Marxian inclinations, have eloquently avoided 
discussion of cause and effect in economic and legal relationships. O. Kahn-Freund, in his 
introduction to Karl Renner’s The Institutions of Private Law (London: Routledge and Kegan, 
1949), p. 4, writes: “Insofar as the economic and legal systems of a given society can be under- 
stood in terms of cause and effect at all, changes in the economic relations are often the result 
of legal developments, though it is far more usual to find that a transformation of the economic 
system ultimately produces a change in the law. However—and this is one of Renner’s cardinal 
arguments—not only does such a change never occur automatically (i.e., without a political 
development), it also invariably occurs after a time lag, which may have to be measured in 
centuries. During this time lag norms which, at an earlier period of history, may have been a 
true mirror of social relations, may cease to be an adequate expression of factual conditions.” Cf. 
ibid., pp. 56-58. 

37 A, Daskalakés, “Die Verfassungsentwicklung Griechenlands,” in Jahrbuch des éffentlichen 
Rechts, XXIV (1938), 227 et seq} 
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law were also imported. The first penal code, of 1823, was a mere trans- 
lation of French penal rules. In 1834 a new penal code was promulgated, 
based on Feuerbach’s Bavarian code of 1813. A year later the code of 
civil procedures, containing French and mostly Bavarian adjective law, 
the code of penal procedures, reflecting German and French legal 
thought, and the Law of Tribunals were published. As for commercial 
law, in 1835 the first three books of the Napoleonic Code were desig- 
nated as the authentic source of this law. 

In contrast, under the pressure of strong nationalist sentiments (ex- 
pressed especially by the clergy) Byzantine law became the exclusive 
source of Greek civil law.** The First National Assembly, of 1822, voted 
that the laws of “our ever memorable Byzantine Emperors” will be in 
force. Later, the decree of February 1835 asseverated the authority of 
the Hexabiblos, written in 1345. But the interpretation given to this 
decree extended the authentic sources of civil law beyond the Hexabiblos 
to the voluminous Basilica and through them to the Corpus Juris Civilis. 
Greece resurrected, therefore, a system of law that was not in use either 
in the late Byzantine or Turkish periods. That law had in effect been 
abolished in Byzantium by Novella I of Leo the Wise (890). The 
transplantation of Byzantine law imposed on Greece a collection of 
heterogeneous principles and provisions scattered in several codes not 
attuned to each other. It provided the country with a mosaic of ana- 
chronistic elements,” a legal system of diverse origins, with little rele- 
vance to the needs and institutions of a poor agrarian economy. The 
result was that deep confusion became a permanent feature of the 
legal order. This confusion created an atmosphere of uncertainty that 
severely limited the dependability of transactions and economic plans 
beyond the very short run. The interpretation and application of those 





38 The introduction of Byzantine law into modern Greece was in essence a reflection of 
national pride and of the romantic conception of the young state as the natural continuation 
of Byzantium, a conception that later in the nineteenth century was to become the ideological 
basis of the policy of the “Grand Idea.’ This desire to link modern Greece with the Byzan- 
tine and classical past prevented the founding fathers from adopting French or other European 
civil law, or the Greek civil codes of Wallachia and Moldavia. These were written in Greek by 
Greek jurists of Rumania in 1817 and 1818 and were to remain in force there until 1865. The 
law of these codes, Byzantine in style and form, was in substance a blend of Austrian law and 
legal customs developed in the Greek communities of central Europe. See Encyclopedicon 
Lexicon, V, 419; St. Berechet, Istoria vechiului Drept Romdnesc, 1: Izroarele (Iasi, 1933), pp. 
199, 208, 224-26; H. Zamfiresco, Les origines du droit roumain (Paris, 1923), pp. 94, 115-21; 
Petropoulos, Istoria, pp. 276-78 and n. 30; also, Zepos, Greek Law, pp. 65-71. 

39 For example, the principle that “the upper belongs to the lower’; and that the right of 
ownership extends up in an imaginary column of air. Thus the owner of upper floors would 
have to be the owner of the ground floor and lot. Until 1929 this principle seriously obstructed 
multiple ownership of apartment houses badly needed in the larger cities, where population 
was rising rapidly with urbanization and the influx of refugees from Turkey. 





Economic Development of Greece 187 





parts of the law directly affecting economic activity often became a 
matter of deciding among contradictory provisions within the whole 
system of Roman-Byzantine law. An example may serve to illustrate 
this point. In the Justinian legal system interest was not allowed to ex- 
ceed 6 per cent on private loans and 8 per cent on loans to merchants. 
On the other hand, all interest was prohibited by the Prochiron, issued 
between 870 and 879. A few years later, however, this prohibition had 
been abolished, by Novella LXXXIII of Leo the Wise. In the novella 
the interest ceiling was fixed at 4% per cent. When the Hexabiblos 
was compiled, its author included both the prohibitive provision of the 
Prochiron and the conflicting interest regulations of Justinian. Conse- 
quently, in 1835, the reception of the law of the Hexabiblos raised ques- 
tions regarding the interest rules the courts should apply. Additional 
legislation was introduced at various times to eliminate contradictions 
in interest regulations. But this legislation was not successful. Indi- 
cative of the many contradictions is a decision—No. 18/1935—by the 
Court of Appeals at Athens. In this the judge cited more than six 
different laws trying to reach some compromise through their con- 
flicting provisions on interest. In view of the shortage of loanable funds 
in Greece it would be difficult to overstate the negative effect that the 
legal uncertainty about interest rates must have had on the capital 
market.” 

Besides the internal inconsistencies of this multirooted civil law, 
its general principles and substance have not been favorable to economic 
progress. The socioeconomic environment of Byzantium was different 
from that of nineteenth-century Greece.** The Greek economy was 


40 The inconsistency and complexity produced by the heterogeneous national law were com- 
pounded by three regional civil law codes: the code of the Ionian islands (French law and the 
law of ‘‘Veneta Statuta’’), the one of Samos (French-Italian law), and the Cretan (German law). 
In addition, family law cases in Crete were regulated by the Charter of the Church of Crete 
and inheritance by the law of the mainland. This conglomeration of local codes raised intricate 
conflicts of laws that must have undermined business confidence and initiative. An example of 
such a conflict could be drawn from the contract of sale. Under the Samian and Ionian codes 
and the influence of the traditio ficta theory, ownership was transferable ‘“‘par le seul con- 
sentement” as in French law. In Crete and the rest of Greece, however, the contract of sale 
involved two independent obligations: the contract pure and delivery (transfer of the posses- 
sion). 

41 E, Balogh, “Influence de l'économie social sur l’évolution du droit dans l'histoire com- 
parative du droit et de |'éthnologie juridique,” in Introduction a l'étude du droit comparé; 
recueil d'études en l’'honneur d’Edouard Lambert (Paris, 1938), p. 200; Petropoulos, Istoria, 
pp. 24-30; I. Phaff, Uber den rechtlichen Schutz des wirtschaftlichen Schwéchern in der 
romischen Katsergesetzgebund (Weimar, 1897), pp. 13-16; Paul Oertmann, Die Volkswirt- 
schaftslehre des Corpus Civilis (Berlin, 1891); P. Bonfante, Storia di diritto Romano (Firenze, 
1900). Also K. Triantaphyllopoulos, To Ellenikon Ididtikon Dikaion kata ton Decatonennaton 
Aiona [Greek private law in the nineteenth century] (Athens, 1924); idem, “Istoria ton 
Schedei6n Astikou Kédikos” [History of the civil code], Archeion Idiétikou Dikaiou (Athens, 
1931), IV, 433-49. 
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based essentially on a patriarchal closed family structure until the end 
of the century. It was a backward agricultural economy with a narrow 
market base incompatible with the atomistic exchange assumptions of 
Roman-Byzantine law. 

The legal philosophy that prevailed in Greece throughout the nine- 
teenth and the first quarter of the present century was that of the con- 
ceptualist school of thought, an important variety of positivism. This 
school, which emphasized the stability of the legal system, was the 
jurisprudential reflection of /aissez-faire. The fact that there was limited 
legislative regulation of economic affairs created the impression that 
the normative framework of society was stable and its conceptions 
fixed.” This theory of law postulated that law is logically consistent, 
self-sufficient, and comprehensive. There should be no instances where 
the court has to pronounce a non liquet. The judicial process is ulti- 
mately derived by deduction from abstract promises. The norm on 
which the judge bases his decision cannot be transformed by the process 
of application of law, and therefore such decisions are not a source of 
law. The function of the courts should be restricted to mere application, 
and not creation, of law. The judge applies the principles of interpre- 
tation, analogy, or argumentum a contrario only to cases not directly 
stipulated in the statutory or customary law. Thus, there are no gaps 
assumed in law, and the law-applying organ is not authorized to create 
a substantive law norm for the concrete case on the basis of general 
objective principles of the legal order. The court cannot assume the 
function of the legislator even when application of a pre-existing norm 
proves logically impossible or legally inadequate and leads to inequita- 
ble decisions. 

All this, of course, meant that every single legal relation in Greece 
had to be squeezed into the Roman-Byzantine framework, that new 
legislation had to be hurriedly devised to meet practical needs without 
a careful over-all consideration of the nature and direction of new forces 
and institutions. This legislative improvisation broke further the uni- 
formity of law, while aggravating the penalty of inflexibility. Inflexi- 





42 See O. Kahn-Freund’s penetrating remarks and critique of legal positivism in his intro- 
duction to Karl Renner’s The Institution of Private Law, pp. 8-16 and p. 37. Legal positivism 
may partly be explained by reference to the social structure of the legal profession on the 
Continent and as a response to the needs of a rising judicial and administrative civil service. 
Positive legal concepts would make for unity of administration and smoother supervision of 
the workings of the legal system. Iéid., p. 12. For a concise critique of the theory of “gaps 
of law” and the opposite doctrine of J. C. Cray that “all law is judge-made law” see H. Kelsen, 
General Theory of Law and State (Cambridge, Mass.: Harvard University Press, 1949), pp. 
145-53. 
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bility, in turn, magnified the original inadequacies of the Greek legal 
order and produced many absurd situations. Take, for example, a be- 
quest of corporate stock, bonds, or other securities to an institution or 
person other than a beneficiary who is to receive income from the prop- 
erty for a period. This relationship was procrusteanized into Roman- 
Byzantine law. The rules of personal servitude, of usufruct, and, in 
particular, on “sheep and the descendant of the slave” were applied to 
the above relationship of trust. Or take the case of life insurance: with 
certain exceptions, Byzantine law did not recognize as valid contracts 
in favor of a third party (alteri stipulari non potest). Before 1910 life 
insurance was not treated as a new institution in itself, but as a case of 
contract in favor of third parties. Consequently it was impossible to 
purchase life insurance in favor of one’s widow, for example, since 
only one’s immediate descendants could be named as beneficiaries of 
such an agreement.*® 

Throughout the nineteenth century Greek agriculture remained 
backward, employing inefficient techniques and lacking organization. 
Nevertheless it persisted as the leading activity and exclusive source of 
exports; for the period 1850-1900 currants and tobacco made up 60 per 
cent of the value of all exports. Inadequate capital and restrictions on 
credit certainly contributed to agricultural backwardness. The legal sys- 
tem hardly eased the shortage of this crucial factor. From 1836 to 1919— 
when the Law of Fictitious Chattel of Tobacco Crop was published— 
agricultural loans were regulated only by the Law of Chattel Mortgage 
of 1836, which virtually repeated Roman-Byzantine Law. For a creditor 
to establish his right under this law his debtor was required to transfer 
actual possession of movable goods, and not merely title to them, as 
security for payment of a loan. Objects of chattels personal were only 
things and not the negotiable paper that embodied title to them. The 
prospect of transferring crops or other movable commodities to lenders 
could hardly have acted as an inducement to borrow for cultivation and 
capital improvements. Borrowing under such circumstances was limited 
to cover the needs of elementary subsistence from season to season. 

In the case of legally immovable articles or of accessories to immov- 
ables, such as draft animals, fertilizers, seeds, agricultural machinery, 
and tools, the right of the creditor was conditional upon an independ- 
ent contract of hypothec. This was a relatively expensive and formal 
contract, drawn by a notary and officially recorded by him. The hy- 


43 Greece, Schedion Astikou Kédikos; Genikat Archai [Draft of civil code; general prin- 
ciples] (Athens, 1936), pp. 60-63. 
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pothec gave the creditor the right to a debtor’s hypothecated property 
without actual transfer of possession. The inconvenience of conveying 
possession of movables put up as security by the farmer, the uncertainty 
surrounding their safe return, and the drawing up of a separate hy- 
pothec contract doubtless restricted credit to a small number of farmers.** 
Until the 1920’s, various legislative efforts to relieve the credit pressures 
under which farmers had to operate were naively concerned with de- 
vices to prohibit usury rather than with reorganization of the general 
legal principles of the chattel mortgage and loan contract, or with the 
promotion of agricultural co-operatives that would make credit avail- 
able. 

Formation of real capital was further discouraged by provisions in 
both Greek private international law and inheritance law. Until the 
“Law of 1856,” except for a few general principles, Greece had not 
developed a system of private international law—this, despite many 
cases of international legal conflicts,*® her strong interest in shipping 
and foreign trade, and her need for foreign capital and skills. The first 
constitution of Epidaurus (1882), Article 4; of Astros (1823), Article 4; 
and of Troizin (1827), Article 9, declared that foreigners and Greeks 
were equal before Greek justice. This judicial equality, however, was 
shortlived. The civil procedure law of 1835 introduced several restric- 





tions on the judicial treatment of foreigners.** An example of the 
relatively unfavorable judicial treatment of the noncitizen was the prin- 
ciple that an inheritance left by him is divided into movables and im- 
movables. Inheritance of movables was regulated by the laws of the 
country of citizenship, /ex patriae; but inheritance of immovables and 
their disposition was determined by the laws of the country where they 
were located (lex rei sitae and locus regit actum)..“" Given the perennial 


44The Committee to Revise Civil Law also criticized the law of chattel mortgage and 
later chattel laws as inadequate means to promote agricultural and industrial credit. See 
Schedion, Empragmaton, pp. 14-15, 50-52, 142-47, 246-47. For a critique of the chattel law 
of 1836 and its effects on agricultural credit see Sideris, Gedrgiké Politiké, pp. 192-94. 

45 From 1838 to 1856 sixty-seven such cases appeared before the courts. P. Valléndas, “To 
Ellenikon !didtikon Diethnes Dikaion,” Archeion Oitkonomikén, XV (1935), 55. 

46 For cxample, Article 688 of the civil procedure code withheld certain privileges from for- 
eigners; Articles 78, 79 introduced bond posting. See Articles 999, 1045 regarding imprisonment; 
Article 28 regarding jurisdiction of courts to decide on cases involving foreigners. Amusing 
is a circular from the Department of Justice, July 8, 1837: “The privileges of beggars are 
granted to Greeks alone, about whom the legislator ought to take special care. Transfer of such 
favorable advantages to foreigners, who are not possessed with the same rights in bringing 
action before courts, would be against the spirit of the law.” As cited, ibid., p. 45. 

47 Supreme Court decisions 178 (1838), 23 (1845), 149 (1849) and decisions of the Court 
of Appeals at Athens 8874 (1847), 7326 (1850), 9926 (1852). 
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political instability, the lack of security and order in Greece during the 
nineteenth century, and particularly the well-prescribed and restrictive 
rules of inheritance (rights of heirs, distribution of estate, conditions 
invalidating last will, method of inheritance disposition), this dicho- 
tomy of inheritance could hardly have added to the meager attractions 
of Greece as a market for foreign private investment. 

The institution of the fidei-commissum hereditatis (family inheri- 
tance trust) was also unsuited to economic progress. The testator di- 
rected the recipient that part or all of the inheritance should remain 
indefinitely in the same family. This restriction was valid for as long as 
four generations. Farms and estates in trust were often left fallow and 
abandoned, waiting for the fifth generation to dispose of them.** The 
inheritance trust, it is reasonable to assert, contributed to obstructing 
the free flow of capital and to freezing savings while the legal “owner” 
stood by to watch inflation eat them up. 

In Greece, as in other low-income countries, savings have been low; 
but the argument that they are low because the level of consumption is 
at a physiological minimum reflects a western ethnocentric view.” 
In Greece, where people have long been accustomed to very modest 
living and where the family has hoarded toward the daughter’s dowry 
or a little store or law degree for the son, money savings would have 
been both larger and more productively used if: a) there were available 
efficient credit institutions; b) there had been less mistrust of the govern- 
ment, which arbitrarily squandered savings or froze them through 
legislation. Savings, credit availability, and capital formation were 
often adversely affected by several “justice moratoria” (1861, 1897, 1912- 
1913, 1924, 1935) which interfered with the dispensation of justice by 
deferring payments and interest accruals for long periods. The un- 
certainties and judicial risks created by these moratoria, together with 
recurrent inflationary pressures, estranged permanently from the money 
market an important source of investment funds, such as loans guaran- 
teed by hypothec or other titles to real property. 

The family law and the law of inheritance, both traditional and 


48 The Committee to Revise Civil Law unanimously condemned the “family trust” and pro- 
posed that it be limited to one generation. Although data on the value of inheritance in trust 
are not available, some members of the above committee expressed the opinion that there must 
be a considerable number of estates and funds in such trusts. See Schedion, Cléronomikon, pp. 
37-39, 132. 

49. Hagen, “The Process of Economic Development,” Economic Development and Cultural 
Change, (1953), V, 201-2. 





192 A. A. Pepelasis 





conservative, preserved institutions that no longer served an economic 
function. Family law required that the father give a dowry to his daugh- 
ter, the amount depending on the value of his property, the number of 
children, and his social status as well as that of the prospective husband. 
The economic effects of dowry tended to increase land fragmentation 
and channel savings largely into unproductive areas. There are no data 
on the value of wealth transferred through dowries; but according to 
the author’s estimates, before the war the value of the average dowry 
was about $10,000 among the well-to-do—and considerably higher for 
the wealthy. In view of the social prestige of the professional groups, 
primarily those in the academic and military fields or the government 
hierarchy, the prospective recipient of the dowry was to be sought 
among professionals and from outside the dowry’s source—commerce, 
land, or small industry. Dowry was typically used for higher con- 
sumption and real estate, and only exceptionally for business expansion. 
The objection may be raised here that it was not family law that was 
responsible for such uneconomic uses of savings, but rather the popular 
institution of dowry, which the law simply crystallized. Yet even if 
we disregard the argument that part of the prestige of the institution 
was due to the blessing of law, there remains a question as to its popu- 
larity. In leafing through court proceedings one cannot but notice a 
thought-provoking number of dowry cases, despite strong family ties 
and disapproval of displaying family disharmony in court. Furthermore, 
there have been instances in which groups of parents have demanded 
the abolition of dowry as a legal obligation. 

The law of inheritance,” with its restrictive intestacy provisions and 
dowry obligation, fostered conditions that made for inefficient organiza- 
tion in agriculture, especially by reducing the size of farms and scatter- 
ing land holdings.** In 1929—the earliest year for which such figures 
are available—about 80 per cent of all farms had an average area of less 
than ten acres. In addition, the fragmentation of holdings imposed 


50 The new civil law code of 1946, Article 1889, introduced the exception that, in case the 
bequested estate is an agricultural enterprise and an economic unit, the court can order the 
preservation of its unity by transferring it to the heir considered most able to operate the 
estate. 

51 Land fragmentation is also partly the result of agrarian reform measures initiated at the 
beginning of the century and completed in the 1920's. Large estates and reclaimed lands were 
broken into small parcels and given to landless peasants. These reforms aimed primarily at 
satisfying land hunger rather than at increasing output. Consequently, they failed to increase 
the marketable surplus of food per unit of land, which would have facilitated the transfer 
of rural manpower to urban occupations. 
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further obstacles to efficient land use. The census of 1930 recorded 
5,357,000 separate land strips of an average size of less than one acre. 
The average farm consisted of about six different holdings.” 

Small farms divided among scattered holdings prevented efficient 
agricultural techniques and better use of existing capital. Multilot farms 
increased demand for capital, since more draft animals, carts, and agri- 
cultural implements were needed than on consolidated farms of equal 
size. Moreover, land division coupled with undeveloped and inefficient 
credit methods increased rigidity in the pattern of utilization of agri- 
cultural resources.** During the interwar period the share of major 
crops to total cultivated area remained constant, except for vegetables. 
In view of the fact that, during the last half century, the two most im- 
portant Greek exports, tobacco and currants (60 per cent of the value 
of all exports), have been repeatedly exposed to adverse world demand 
and price conditions, inflexibility in the production structure of agricul- 
ture has been a primary source of strain in the balance of payments. 

Inheritance and dowry laws were, of course, only partially responsible 
for small farm size and land fragmentation. Behind land division lies 
the structural weakness of the Greek economy, which has not provided 
for increasing nonfarm employment to ease labor pressure on land. 
Had the Greek economy been more diversified, many small land- 
holders would have been attracted away from agriculture and the 
outflow would have stimulated land consolidation. The dilemma facing 
Greek agriculture today is that, although small size and parceling pre- 
vent more rational patterns of production and hamper efforts for in- 
creased productivity per unit of land, increased size and consolidation 
would tend to produce greater rural unemployment, creating addi- 
tional social strains. In the short run the solution may lie in introduction 
of simple new techniques (fertilizers, better seeds and breeds, efficient 


52 The present author found that in 1955 in the three south-western counties of the 
Peloponnesus land was parceled out on the average in eight lots per farm. In 1950 agricultural 
land was divided into 6,592,049 strips, and the average number of strips per farm was 6.5. 
The average number of acres per lot was 1.1 for the country and 0.8 for the Ionian and 
Aegean islands. In 1948, in Crete, the average number of land strips per farm was about 
13, with an average 0.7 acres per strip. The average walking distance from the village to the 
farthest lot was about one and one-half hours. 

53 For all practical purposes, bank credit was restricted to large farmers. The wholesale mer- 
chants of tobacco and raisins made credit available only to farm owners who kept producing 
these two commodities. Ch. Evelpidés, Georgia zés Ellados [The agriculture of Greece] (Athens: 
Logos, 1944), p. 185; also, Institute National de la Statistique et des Etudes Economiques, 
Memento économique, Série M 6: La Gréce (Paris: Presses Universitaires, 1952), pp. 64-65. 
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marketing, irrigation, drainage and flood control), and not necessarily 
in the adoption of land consolidation measures.”* 

In the field of commercial law there were also many obstacles to 
economic progress. Some of these were connected with the fact that 
the Greek interpretation of the commercial law of the Napoleonic 
Code, adopted by Greece in 1835, was based on a legal structure of 
different scope and character from that of the Code. During the period 
1835-1910 there were no significant changes in this branch of law, 
except for the Law of Bankruptcy of 1878 and the Law of Trade Marks 
of 1893. Many economic sectors were left with inadequate legal pro- 
vision. The Law of Sea, the Law of Companies, and the Law of 
Negotiable Paper in particular were anachronistic and inadequate, des- 
pite the importance for Greece of foreign trade and the merchant ma- 
rine, and the lack of industrial capital. 

The liberal forces that came into power after the social unrest of 1909 
spread their enthusiasm for modernization to the legal system. Legisla- 
tive activity increased, administration of justice was improved, and new 
laws were introduced. But the practical result was perhaps of doubtful 
value. A plethora of laws copied from other countries created a state of 
chaos in the legal order and broke the unity of the commercial law, 
which became a system without a central character. Consequently, 


there was a constant need for new laws to interpret, modify, or abolish 
earlier ones, as though the aim of the commercial law was to confuse 
the courts and perplex the judge.” 

Greek commercial law proved ineffective in regulating problems 
related to the form of business organization. True, in nineteenth-cen- 


54 It has been argued, for example, by R. Nurkse, Problems of Capital Formation in Under- 
developed Countries, that in densely populated peasant economies (presumably such as Greece) 
advances in farming techniques are not “a logically primary condition of economic advance.” 
In this view the problem is rather how to mobilize the concealed saving potential of disguised 
rural unemployment. There are two objections to this thesis in the case of Greece. In the first 
place, there has always been considerable urban unemployment. Urban labor resources could be 
mobilized more easily and more effectively than rural workers. Secondly, Greece depends on for- 
eign markets for more than 30 percent of its basic food requirements. Possibilities for expanding 
nonagricultural exports to pay for food imports are limited. Increasing agricultural output per 
man through reductions in rural unemployment is not sufficient to sustain a program of capital 
formation. Increased food output is necessary. Even if we assume that the marginal product 
of farm labor is insignificant, increased demand because of higher total expenditures will be 
reflected in higher food prices—given the chronic inflationary forces in the Greek economy— 
thus presenting new strains on the balance of payments and jeopardizing development projects. 

55 The law of bankruptcy may serve as an example of the complexity in commercial law. 
Bankruptcy was regulated by the Law of Bankruptcy of 1878, four laws dealing with bank- 
ruptcy of banks, and law 4580 of 1929. Law 4580 was modified by a decree issued in July 


1929, and by an interpretative law of 1931. The 1929 decree was further supplemented by law 
5639 of 1932, which was later revised. 
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tury Greece there was relatively little need for joint-stock companies. 
Limited opportunities, suspicion of impersonal organizations, concern 
with liquidity and security rather than growth, and the unavailability 
of credit outside the family group made the family-type partnership 
almost the only form of business enterprise. When some economic 
diversification began, however, joint-stock companies might have ac- 
celerated capital accumulation. But as late as 1919 the legal base of the 
corporate institution was scarcely developed. The Law of Joint-Stock 
Companies in 1920 was an important step in promoting the corporate 
form of business organization, but the law displayed several defects 
that limited its effectiveness. For example, it afforded inadequate pro- 
tection to minority stockholders. This, in combination with the fact that 
many corporations were family-controlled, frightened small savings 
away from corporate ventures. For establishment of a joint-stock com- 
pany the law required originally a royal decree and, later, a license from 
the Minister of National Economy and his approval of the company 
charter. In the case of insurance companies and “real estate and agri- 
cultural banks” only the Council of Ministers could issue such licenses. 
This administrative permission had been required by French law, 
which Greece copied, but it had been abolished in France in 1867. In a 
country where, until recently, the administrative machinery had been in 
the hands of petty, satrapal bureaucrats, this arbitrary license system 
slowed enterpreneurial initiative and corporate development. This 
opinion of mine was substantiated by interviews with thirty Greek 
business firms in 1950 and 1955. The law of partnership also showed 
many defects. The principle of Roman law—which remained in force 
in Greece until 1923—that a partnership must automatically dissolve 
with the death of a partner and that agreement for the partnership to 
continue among the surviving partners or among them and the heirs of 
the deceased partner was not legal, was economically deleterious, 
especially for the family type of enterprise. 

Through the law of “unlawful competition” and the bankruptcy laws 
Greek commercial law further retarded the development of business 
enterprise and risk taking. The law of “unlawful competition,” copying 
German law, reflected German legal theory and protectionist thinking. 
On the pretext of serving the public interest and commercial morality 
it introduced minutely detailed restrictions on enterprise and com- 
merce. It intensified the trend to excessive retail-trade fragmentation 
and high costs of distribution. In addition, it.discouraged industrial 
competition, limited advertising, and severely restricted the exploita- 
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tion of sales-promotion techniques and the application of assertive 
market policies.” 

The Greek bankruptcy law was often bankrupt.” It was originally 
copied from French law that France had modified long before. The 
Roman principle of decotor ergo fraudator (“bankruptcy is an act of 
fraud”) dominated Greek law until the late 1930's. The debtor’s prop- 
erty, present and future, was subject to immediate seizure and distribu- 
tion; he himself was imprisoned and deprived of civil and property 
rights. To recover the right to manage his property and trade again, 
he had to pay or settle all his debts first. This requirement was exces- 
sively burdensome since, in a limited market like that of Greece, the 
liquidation of assets in bankruptcy usually brought proceeds far below 
asset value. In other legal systems the ability to trade was restored eo 
ipso after time, irrespective of settlement or payment of debts. The 
severe personal and property sanctions of bankruptcy undoubtedly dis- 
couraged the development of a social milieu conducive to risk taking 
and enterprising initiative that would have contributed positively to 
social change and economic progress. 





V 


The retarding influence of both jurisprudence and laws on the Greek 
economy was often reinforced by shortcomings in the organization of 
tribunals and the actual administration of justice. In 1834 Greek courts 
were patterned after the French model into lower or “peace courts,” 
courts of first instance, appellate courts, and the Supreme Court, similar 
to the French Cour de Cassation. Jurisdiction on three different levels, 
as applied in Greece, introduced a system of multiple annulling, and 
the Supreme Court discussed annually as many cases as the Cour de 
Cassation. Decisions of all three inferior and superior courts were 
subject to cassation, even where insignificant monetary values were in- 
volved. Furthermore, the small number of judges, rigid civil pro- 
cedures, and excessive reliance on written documents rather than oral 
arguments made for delays and perpetuation of litigation. There are 
no accurate data on the average length of litigation. It was asserted, 


56H. Anastasiadés, Ellénikon Emporikon Dikaion [Greek commercial law] (5th ed.; Athens, 
1949), I, 170. 

57 For a critical discussion of the law of bankruptcy see P. Perdicas, “Anathedrésis tou 
Ptécheutikou Dikaiou” [Review of bankruptcy law], Ephémeris Ellénédn Nomik6n {Journal 
of the Greek jurist] (Athens, 1934), I, 844-45, 189-90; and G. Doubouniotes, “To Dikaion 
tés Ptocheuseds” [The law of bankruptcy], ibid., Il (1935), 97-98. 
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however, that, at the beginning of the present century, two to three 
years would elapse between the filing of a case with the Supreme Court 
and its first discussion; and one or two years for cases filed with the 
Appellate and First Instance courts of Athens.”* In 1932, 8,187, and in 
1934, 7,839 cases were introduced to all courts of appeal; of these, 3,043 
and 3,237 respectively were decided. For the same years 81,978 and 77,306 
cases were registered in all courts of first instance; only 47,345 in 1932 
and 44,951 in 1934 were adjudicated.” “As things are now, we cannot 
boast that we serve the public in the dispensation of justice. On the con- 
trary, the duration of court procedures and of suits is so long that law 
is a gift not to be given to the public,” wrote a Supreme Court judge.” 

In 1861 Greece adopted the practice of “justice moratorium” (justi- 
tium), the applicability of which was generalized during the wars of 
1897, 1912-1913, and 1922. Usually the moratorium remained in force 
long after the war emergencies had passed. Under the moratorium cer- 
tain hardship cases of civil and commercial law became dormant. The 
moratorium of 1912-1913 originally extended the statute of limitations 
by suspending the expiration of the period during which rights and 
claims were operative; that is, it suspended a change in the rights— 
loss or acquisition—deriving from lapse of time; it deferred debt pay- 
ments, bankruptcy proceedings, and accrual of interest, and extended 
due dates. Finally, this moratorium covered all civil cases, including 
even divorce suits. It was not abolished until 1928, and later was par- 
tially reinstated. Moratoria admittedly froze Greek justice and made it 
an unreliable instrument for economic progress. Confidence and sta- 
bility in economic relations were relatively lacking in the Greek society 
of the nineteenth century and they were often shaken in the present 
century. Law simply reflected these conditions without reducing their 
severity and adverse effect on economic life. 


VI 


This article has focused on a neglected cause of economic backward- 
ness of modern Greece: her legal system. Greek per capita income is still 
one of the lowest in Europe. This poverty is the result of a combination 
of forces, one of which is a relatively limited endowment of natural 
resources. Traditional values and institutions have also impaired eco- 

58 Ephemeris, 1 (1934), 113-14; tbid., I] (1935), pp. 497, 848, 881-83. 


59 Greece, Annuaire statistic ue, 1935, pp. 16-17. 
q 35, PP. 3 7 
60 Ephémeris II, 881. 
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nomic development. Although the cases cited are selective and the 
analysis limited, it is suggested that the legal system assisted in per- 
petuating economic backwardness. This influence was exercised on 
three levels: 





1. The structure of the legal system. Introduction of a multirooted 
Roman-Byzantine law created confusion through internal con- 
tradictions, burdening Greece with a legal system inappropriate 
to her needs. 

2. Legislation that has restrained economic activity. 

3. Inefficient administration of justice. 


A. A. Pepetasis, University of California, Davis 





The Great Depression in Britain, 1873-1896. 
a Reappraisal* 


T IS nearly a quarter century since H. L. Beales produced his notable 
Larict on “The Great Depression.” * Since then a great deal of work 
has been done on that period, especially by economists and statisticians, 
so that it is now possible to make a fuller assessment of the changes in 
Britain’s economic position during those years. Most of this work has 
been in the form of specialized articles and books covering longer 
periods, on such subjects as national income, investment, or terms of 
trade, and there appears to be a need for some attempt at synthesis, 
especially as the various interpretations put forward are not always in 
agreement and are sometimes contradictory. It would be impossible, of 
course, in a mere article, to settle all the theoretical problems suggested 
by the facts or to resolve all the divergencies of opinion, but it is worth 
while to draw the evidence and opinions together in an effort to get a 
general picture. 


I 


There is no doubt that, as Beales showed, the term “Great Depres- 
sion” is in many respects an unsuitable and misleading label for these 
years. There was no evidence of absolute decline: production and trade 
continued to expand, national income and wealth grew, real wages and 
the standard of living improved. Prices certainly fell, but almost every 
other index of economic activity—output of coal and pig iron, tonnage 
of ships built, consumption of raw wool and cotton, import and export 
figures, shipping entries and clearances, railway freight and passenger 
trafic, bank deposits and clearances, joint-stock company formations, 
trading profits, consumption per head of wheat, meat, tea, beer, and 
tobacco—all these showed an upward trend.” These facts were visible 

*1I wish to express my appreciation of valuable criticisms and suggestions by H. G. Johnson, 
D. C. Corner, D. J. Coppock, and T. W. Fletcher, all of Manchester University. Responsibility 
for the views expressed herein, however, is entirely my own. 

1“*The Great Depression’ in Industry and Trade,” Economic History Review, V (1934-35), 
65-75. 

* See, for example, the statistical series in the Board of Trade’s Memoranda, Statistical Tables 
and Charts . .. on British and Foreign Trade and Industrial Conditions, Parl. Papers, 1903, 
LXVII (Cd. 1761); 1904, LXXXIV (Cd. 2337). These will henceforth be referred to as 


Memoranda (1903) and Memoranda (1904). See also G. D. H. Cole, British Trade and Industry, 
Past and Future (London: Macmillan, 1932), ch. v. 
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to observant contemporaries such as Giffen and Marshall, who, despite 
the loud complaints of falling prices and profits, of overproduction and 
unemployment, pointed out that the country was in no real sense 
depressed. As Marshall put it: “A depression of prices, a depression of 
interest, and a depression of profits; there is that undoubtedly. I can- 
not see any reason for believing that there is any considerable de- 
pression in any other respect.” * On the other hand, there was an 
overwhelming mass of opinion—in reports of parliamentary commit- 
tees and royal commissions, in parliamentary debates, newspapers, 
books, pamphlets, and speeches—that conditions were bad. The com- 
plaints were not, of course, continuous: the depression, we know, was 
not unbroken, the clouds periodically lifted, and the atmosphere 
brightened. There were, in fact, cyclical fluctuations, with booms reach- 
ing peaks in 1882 and 1890, and slumps descending to troughs in 1879, 
1886, and 1893. But the booms were short-lived, the slumps prolonged, 
and business never really escaped from the atmosphere of uncertainty 
and depression. It has been said, in fact, that these years were in the 
downswing of a Kondratieff “long wave.” * In this article we shall be 
concerned mainly with the long-term trends and not with the short-term 
cyclical fluctuations. 

We can agree, then, that during these years of falling prices “people 
said there was a great depression.” ° Beales, however, follows Giffen’s 
view that the wail of distress did not come from the mass of the people, 
who were for the most part better off, but mainly from industrialists, 
merchants, and financiers, who felt the pinch of falling prices, profits, 
or interest rates, and who were best able to make their complaints 
heard.* More recently Rostow has supported this view.’ There is no 
doubt that, on the whole, the condition of the working classes im- 
proved during this period. Real wages rose considerably, there was a 
redistribution of the national income in favor of wage earners, pauper- 
ism declined, deposits in savings banks grew steadily, and consumption 
per head of foodstuffs, beer, tobacco, and similar products rose.” But 





3A. Marshall, Official Papers (London: Macmillan, 1926), p. 99. 

4J. A. Schumpeter, Business Cycles (2 vols.; New York: McGraw-Hill Book Co., 1939), I, 
335. 

5 Beales, “ “The Great Depression,” p. 70. 

6 See R. Giffen, Economic Inquiries and Studies (2 vols.; London: G. Bell & Sons, 1904), 
passim. 

TW. W. Rostow, British Economy of the Nineteenth Century (Oxford: Oxford University 
Press, 1948), pp. 58-59. 

SW. E. Smith, The Recent Depression of Trade (London, 1880), pp. 26-32; Royal Commis- 
sion on the Depression of Trade and Industry, Final Report, Parl. Papers, 1886, XXIII (C. 
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it is doubtful whether the working classes felt better off. It was not 
only in the capitalist Parliament and press that there were complaints 
of distress, but also in trade-union reports and socialist publications. 
Although, as a contemporary remarked, the standard of living was 
actually rising, conditions “did not seem to be improving,” since money 
wages were reduced in many trades in the early years of the depression.” 
Moreover, depression resulted in more unemployment. According to 
Rostow, unemployment was little if at all heavier on the average during 
the Great Depression than in the preceding and subsequent periods: 
in the period 1855-1873 the average was 4.8 per cent; during the Great 
Depression period, 1874-1900 it was 4.9 per cent; and in the years 1g01- 
1913 it was 4.5 per cent.” These figures, however, are open to some 
criticism. First, the trade-union statistics upon which they are based 
are for some sections of skilled workers only, and it is uncertain how 
accurate a measure they are of the general level of unemployment, 
especially for the earlier years when they are scrappier and less reliable.” 
Second, if one accepts them as a rough indication of unemployment, one 
has to be careful in choosing chronological periods for comparison. 
D. H. Robertson has criticized Rostow’s choice of the above periods, 
which do not correspond with the trend periods used by Rostow else- 
where in his book. He has shown that if the periods 1851-1873, 1874- 
1895, and 1896-1914 are chosen—and these are more justifiable choices, 
having regard to actual economic trends—the unemployment percen- 
tages work out at 4.6, 5.4, and 4.0 respectively. “I cannot help thinking,” 
Robertson concludes, “there is some justification for the impression that 





4893), xxi; Memoranda (1903), pp. 209-70, 459-60, 468-69, and Memoranda (1904), pp. 
29-75: Giffen, Economic Inquiries and Studies, especially Vol. I, ch. v; G. H. Wood, “Some 
Statistics Relating to Working-Class Progress Since 1860,” Journal of the Royal Statistical Soctety, 
LXII (1899), 639-66, and “Real Wages and the Standard of Comfort since 1850,” :hid., LXXII 
(1909), 91-103; A. L. Bowley, “Tests of National Progress,” Economic Journal, XIV (1904), 
457-65, The Change in the Distribution of the National Income, 1880-1913 (Oxford: Milford, 
1920), pp. 13-15, and Wages and Income in the United Kingdom Since 1860 (Cambridge: 
Macmillan, 1937), pp. 27-36 and go—gg; W. A. Mackenzie, “Changes in the Standard of Liv- 
ing in the United Kingdom, 1860-1914," Economica, I (1921), 211-30; Cole, British Trade 
and Industry, p. 84; W. Layton and G. Crowther, An Introduction to the Study of Prices 
(London: Macmillan, 1935), pp. 95-97 and Appendix E; C. Clark, National Income and 
Outlay (London: Macmillan, 1937), pp. 228-33; Rostow, British Economy, ch. iv; A. R. Prest, 
“National Income of the United Kingdom, 1870-1946," Economic Journal, LVIII (1948), 
31-62. 

® Smith, The Recent Depression, p. 32. 

10 Rostow, British Economy, p. 48. 

11 For discussions of the usefulness and limitations of these statistics, see Memoranda (1904), 
pp. 77-126; W. H. Beveridge, Unemployment: A Problem of Industry (London: Longmans, 
Green & Co., 1909), ch. ii; A. L. Bowley, “The Measurement of Unemployment: An Experi- 
ment,” Journ. Roy. Stat. Soc., LXXV (1911-12), 791-822. 
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for a quarter-century jobs were less secure than they had been or were 
about to become.” *” 

In the basic industries of coal, iron and steel, engineering, and ship- 
building unemployment was often very heavy. In the depressed years 
of 1873, 1886, and 1893, for example, the percentage of unemployed 
trade-union members in the engineering, shipbuilding, and metal in- 
dustries was 15.3, 13.5, and 11.4 respectively; the percentages among iron 
molders were 23.3, 34.2, and 20.8; among boilermakers and iron and 
steel shipbuilders 9.5, 21.6, and 17.0. It is not surprising that in such 
years there were unemployment riots and Mansion House relief funds. 
The worst years in the preceding period (1851-1873) had been 1858, 
1862, and 1868, for which we have the following figures: engineering, 
shipbuilding, and metal trades, 12.2, 9.0, and 10.0; iron molders, 12.9, 
12.9, and 24.2. Unemployment had evidently been lower in these trades 
in the most depressed years and had also been less prolonged than dur- 
ing the Great Depression. On the other hand, the general percentages 
in such years had been about the same: 1858, 11.9; 1862, 8.4; 1868, 7.9, 
as compared with 1879, 11.4; 1886, 10.2; 1893, 7.5. Somewhat greater 
weight, however, must be given to the figures for the capital-goods 
trades during the Great Depression than during the preceding period, 
owing to the gradually increasing relative importance of these trades in 
the British economy. 





II 


The most notable feature of the Great Depression was of course the 
fall in prices, which so obsessed contemporaries. As Sir Robert Giffen 
stated in 1885, “. . . it is clearly unnecessary to assign any other cause for 
the gloom of the last year or two... . The change is more like a 
revolution in prices than anything which usually happens in an ordinary 
cycle of prosperity and depression in trade.” ** D. A. Wells even went 
so far as to declare that “the recent fall in prices of the great staple com- 
modities of the world has been in extent and character without prece- 
dent in the world’s history.” ** In fact, however, there had been a simi- 
larly prolonged price fall in the period following the Napoleonic Wars. 

The association between what Kuznets has called “secondary secular 


121P. H. Robertson, “New Light on an Old Story,” Economica, n.s., XV (1948), 296-97. 

13 R, Giffen, “Trade Depression and Low Prices,” Contemporary Review, XLVII (Jan.June 
1885), 800-22. 

14D. A. Wells, Recent Economic Changes (London, 1891), p. 115. 
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movements” in economic growth and prices is, of course, now well 
known.” Prices fell by about 40 per cent during this period.”* Beales, 
however, though pointing this out, did not discuss its causes or its reper- 
cussions, wishing “to avoid thinking of yesterday in terms of today.” 
Certainly there are dangers in historical parallels, but there is little 
doubt that many of the features of the 1873-1896 depression recurred 
in that of the early 1930’s, and that monetary factors were of consider- 
able importance in both cases. 

Why prices fell, however, is a matter on which there has been con- 
siderable difference of opinion. Contemporaries put forward a wide 
variety of explanations.’* Some of the most commonly alleged causes 
were overproduction, the scarcity and appreciation of gold, the de- 
monetization of silver, protective tariffs, foreign competition, specula- 
tion, the unproductiveness of foreign loans and investments, and bad 
harvests. Of these, perhaps the most widely accepted explanation came 
to be that based on the quantity theory of money: world production of 
gold was failing to keep pace with the growth of trade; at the same 
time, world demand for gold was increasing owing to the more wide- 
spread adoption of the gold standard in the countries of Western Europe 
and in the United States.’* This explanation has been adopted by many 
later economists.”® 

If, however, the price fall was caused by restriction of the monetary 
supply, we should have expected to find in this period “tight money” 
and high interest rates, whereas the opposite was generally the case. 
Giffen tried to explain this apparent paradox by arguing that a gold 


15 It formed the main theme of the first edition of Layton’s Introduction to the Study of 
Prices as long ago as 1912. For some recent discussions of this relationship in the United 
Kingdom during the nineteenth century, see Rostow, British Economy, ch. i, and E. H. Phelps 
Brown and S. A. Ozga, “Economic Growth and the Price Level,” Ec. J., LXV (1955), 1-18. 

16 The Sauerbeck, Economist, and Board of Trade indices are conveniently reproduced in 
Layton and Crowther, Introduction to the Study of Prices, p. 230. 

17 For a useful summary of these, see Wells, Recent Economic Changes, pp. 20-26. 

18 For contemporary expressions of this point of view, see Giffen, Economic Inquiries, I, 
chs. iv and v; A. Sauerbeck, “Prices of Commodities and the Precious Metals,” Journ. Roy. 
Stat. Soc., XLIX (1886), 581-648; and evidence before the Royal Commission on Recent 
Changes in the Relative Values of the Precious Metals, Parl. Papers, 1887, XXII (C. 5099), 
1888, XLV (C. 5248 and C. 5512). 

19 W. J. Ashley, Gold and Prices (London: Longmans, Green & Co., 1912); I. Fisher, The 
Purchasing Power of Money (New York: The Macmillan Co., 1911), pp. 242-47; G. Cassel, 
The Theory of Social Economy (London: Unwin, 1923), ch. xi; J. Kitchin, “Gold Production,” 
in Royal Institute of International Affairs, The International Gold Problem (Oxford: Oxford 
University Press, 1931); R. G. Hawtrey, The Art of Central Banking (London: Longmans, 
Green & Co., 1932), pp. 199-200, and A Century of the Bank Rate (London: Longmans, 
Green & Co., 1938), pp. 46-48, 65, 90-105; H. Michell, “The Gold Standard in the Nine- 
teenth Century,” Canadian Journal of Economics and Political Science, XVII (1951), 369-76. 
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shortage had the effect of causing repeated monetary stringencies, even 
though money rates were generally low. And even Alfred Marshall, who 
considered gold a very minor influence on prices, admitted that a “gold 
shortage was felt a little in the Bank parlour” and that the Bank rate 
had not therefore fallen so far as it might have.” Among modern 
economists, Hawtrey has put forward a view similar to Giffen’s, point- 
ing out that a scarcity of gold down to the late eighties, due to greatly 
increased international demand rather than to decreased supply, fre- 
quently necessitated dear money, even when “the vicious circle of 
contraction was already at work.” ** More recently, Robertson is “still 
obscurantist enough” to believe that gold “had something . . . to do 
with the behaviour of money prices in the gold-using nineteenth cen- 
tury.” ~ 

These views, however, have been strongly challenged. It has been 
pointed out that the alleged gold shortage was not reflected in the 
circulating medium: the deposits of joint-stock banks, for example, 
grew steadily and considerably throughout the period.”* Several con- 
temporaries maintained that purely monetary factors were of minor 
significance and that the real determining forces were increasing mech- 
anization and production, linked with transport improvements, the 
fruits of capital investment. The role of capital investment has also 
been stressed in modern Keynesian thinking. Keynes himself con- 
sidered that “for the decade ending about 1886,” the gold theory— 
“the old-fashioned Quantity Theory of Money’—was “probably cor- 
rect,” but that it was preposterous to ascribe the later price fall between 
1890 and 1896 to a gold shortage, when the output of the South African 
mines was rapidly increasing, when the total stock of gold in the Bank 
of England doubled, its reserves trebled, its deposits, along with those 
of other banks, expanded considerably, and interest rates were at a very 
low level—when there was, in fact, “an extreme abundance of gold 
and an extreme ease of credit.” Keynes considered that the depression 
clearly demonstrated “the effects of a prolonged withdrawal of en- 





20 Marshall, Official Papers, p. 128. 

21 Hawtrey, Century of Bank Rate, pp. 47 and 6s. 

22 Robertson, “New Light,” Economica, n.s., XV (1948), 297. 

23]. T. Phinney, “Gold Production and the Price Level,’ Quarterly Journal of Economics, 
XLVII (1932-33), 647-79. See also Phelps Brown and Ozga, “Economic Growth,” Ec. /., 
LXV (1955), 5-8; R. P. Higgonet, “Bank Deposits in the United Kingdom, 1870-1914,” 
Quarterly Journal of Economics, LXXI (1957), 329-67. 

*4 The Economist, 1885, pp. 687-88; Marshall, Official Papers, chs. i and ii (evidence before 
R. C. on Depression of Trade and Industry, 1886, and R. C. on Gold and Silver, 1887); Wells, 
Recent Economic Changes, passim. 
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trepreneurs from undertaking the production of new fixed capital on 
a scale commensurate with current savings” “’°—investment being 
checked by “‘a failure of the market rate of interest to fall as fast as the 
natural rate.” *° Rostow, on the other hand, adopts the explanation put 
forward by such contemporaries as Wells that long-term cost-reducing 
capital investment was the main cause of the price fall: investment, both 
at home and abroad, during the preceding period—the Schumpeterian 
gestation period—was now bearing fruit, while there was a switch after 
about 1875 from foreign to home investment, which also contributed 
to the fall in prices.” 

The argument that falling prices were caused by growing investment 
and productivity and by falling costs is open to some criticism. If 
these factors prevailed, why should falling prices have produced such 
loud complaints about falling profits and gloomy business expectations? 
Profits can rise as prices fall, if costs fall faster. If prices were falling 
faster than costs and so reducing profits, then other factors must have 
been operating. In actual fact, there was during this period a consider- 
able falling off in the rate of growth of capital and productivity in 
Britain.** On the other hand, investment and rising productivity in 
foreign countries undoubtedly helped to reduce the prices of foodstuffs 
and raw materials and improve the terms of trade for Britain.” In 
view of these conflicting interpretations, it is not surprising that some 
writers have adopted a broad view, giving equal place to monetary 
factors and to changes in production and transport costs.*° 


Ill 


Whatever the causes, there is no doubt that the price fall had impor- 
tant economic effects. Some of these were beneficial: for example, the 
improvement in real wages and the working-class standard of living. 
On the other hand, falling prices appear to have had a depressive in- 
fluence in reducing profit margins, weakening business confidence and 
expectations, checking investment and the growth of productivity, and 


25]. M. Keynes, Treatise on Money (2 vols.; London: Macmillan, 1930), II, 164-70. 

26 Ibid., p. 206. 

27 Rostow, British Economy, especially ch. iii. See pp. 215-22 of this article for an examina- 
tion of Rostow’s investment theory. 

28 See pp. 210-13 of this article. 

29 See pp. 218-19 of this article. 

30 Layton and Crowther, Introduction to the Study of Prices, ch. viii; Cole, British Trade and 
Industry, pp. 89-92; J. H. Clapham, An Economic History of Modern Britain (3 vols.; Cam- 
bridge, England: Cambridge University Press, 1938), II, 336-39. 
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producing heavier unemployment. An atmosphere which was “un- 
satisfactory to entrepreneurs and to many of Lombard Street’s opera- 
tors” ** was also damaging in some ways to the national economic 
interest. Studies of British production and productivity in this period 
have shown clear signs of relative stagnation and a considerable weaken- 
ing of Britain’s international economic position. Production, though 
still continuing to expand, did so at a declining rate. Hoffmann’s 
estimates show that the annual rate of expansion, which had been be- 
tween 3 and 4 per cent down to the seventies, then fell below 2 per 
cent.” Similarly in regard to productivity, Hoffmann states that the 
“relatively greatest expansion in output per head occurs between 1850 
and 1880, and more particularly between 1850 and 1870.” From 1880 
onwards productivity increased very slowly. These findings have been 
confirmed by later research.** The annual rate of growth of industrial 
productivity, which had been over 2 per cent in the 1850’s and 1860's, 
sank to well below 1 per cent thereafter. 

There is other evidence of stagnation and inefficiency in several of the 
major industries, such as iron and steel, coal, and cotton. In iron and 
steel, for example, Britain was losing her technological lead; she was 
failing to modernize her plant, to develop new processes (like the 
Thomas basic process, for example), or to modify her industrial struc- 
ture with the same rapidity as Germany and the United States—owing 
to conservatism, the heavy cost of replacing old plant, and deficiencies 
in technical education.* Real costs tended to rise in the British iron 
industry between the early eighties and 1900, except during the deep 
depression of the early nineties, whereas in America they were falling 
considerably.” 

In the coal industry, Jevons’ forecast in The Coal Question (1865) 
that the rate of increase of production would be bound very soon to 
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fall off and that the increasing depth and difficulty of mining would 
lead to increased costs was clearly justified in this period. Apart from 
the geological difficulties, the industry was backward in the structural 
use of steel, cement, and concrete, in the application of electricity, and 
in the introduction of mechanical cutters. Total production therefore 
grew less rapidly, while output per worker actually declined from the 
early eighties and the price of coal fell much less than prices generally.** 

The cotton industry also experienced a declining growth both of pro- 
duction and productivity, and though Lancashire goods still dominated 
world markets, there was evidence of declining efficiency and of con- 
servatism, as shown for example by the slow adoption of ring spinning 
and automatic looms in this country and by the very slight fall in real 
costs during this period as compared with the United States.” Similarly, 
in the development of new industries, such as chemicals and electrical 
engineering, Britain was lagging behind Germany and the United 
States.** 

Britain’s phenomenal expansion in the early Industrial Revolution 
was Clearly slowing down. It was impossible, of course, for the same 
percentage rate of growth to be permanently maintained; the law of 
diminishing returns was bound ultimately to operate and output to 
level off in such industries as coal and iron-ore mining, where natural 
resources were limited.*® It has been suggested that “the climacteric 
[ of the 1870’s] marks the end of the general application of steam power 
and iron machinery to the staple industries of Britain.” *° The “innova- 
tion effect,” to use a Schumpeterian phrase, had almost worked itself 
out, and failing or awaiting some new major innovating factor, such as 
electrical power or the internal combusion engine, there was naturally 
a period of stagnation or consolidation. This does not mean that there 
were no new developments in this period: the basic process of steel- 


36 See the third edition of The Coal Question (ed. A. W. Flux, London: Macmillan, 1906); 
Clapham, Economic History, Il, 99-104, and III, 63-64, 69, 124-25, 162-68; Hoffmann, 
British Industrial Production, pp. 215 and 320; Report of the Royal Commission on the Coal 
Industry, Parl. Papers, 1925, XIV (Cd. 2600) ch. xi. 

37 §, J. Chapman, The Lancashire Cotton Industry (Manchester: Sherratt & Hughes, 1904), 
pp. 32-33 and 70-71; Clapham, Economic History, il, 80-81; Ill, 70, 126, 175-77; Jones, 
Increasing Return, pp. 50-51, 114-19, 210, 212, 218; Report . .. [on] the Textile Trades After 
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39 See especially S$. Kuznets, “Retardation of Industrial Growth,” Economic Change (London: 
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making, the turbine and new marine engines, hydraulic machinery and 
machine tools, rotary and composing machines in printing, the Siemens 
“tank-furnace” in glassmaking, steel rollers in flour milling, reaping 
and binding combines in agriculture, sewing machines in the clothing 
trade—all these were invented or developed in this period. But they 
were not of such revolutionary importance as the earlier steam and 
iron inventions. 

It is significant that many of the new inventions were made not in 
this country but abroad, and that they were often developed more 
slowly here. Failure to innovate or develop new industries, to offset the 
inevitable decline in the growth of old industries, no doubt contributed 
to the slackening off in Britain’s general rate of economic growth.** 
Industrial production was increasing much more rapidly in several 
foreign countries than in Britain. The annual rate of growth of manu- 
facturing production from 1873 to 1913 was 4.8 per cent for the 
United States, 3.9 per cent for Germany, 3.7 per cent for the world as a 
whole, but only 1.8 per cent for the United Kingdom.” American 
productivity was growing at 1.6 per cent per annum between 1873- 
1883 and 1908-1913 and that of Germany perhaps at as high a rate as 
2.6 per cent, while British productivity, as we have seen, was rising much 
more slowly.** By the end of the century Britain had clearly lost her in- 
dustrial leadership of the world. In the production of pig iron, for ex- 
ample, she had been surpassed by the United States, and was soon to be 
surpassed by Germany, while both these countries had exceeded United 
Kingdom steel production. In coal production, too, the United States 
now held the lead, while German output was rapidly approaching that 
of the United Kingdom. The United Kingdom’s share of world manu- 
facturing production was sharply declining: in 1870 it was 31.8 per cent, 
but by 1896-1900 it had fallen to 19.5, whereas that of the United States 





41 Lewis has pointed out that Britain’s failure was a “failure to achieve technological leader- 
ship in the new trades, especially in steel, in machinery, and, less important, in chemicals.” 
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42 [Folke Hilgerdt], Industrialization and Foreign Trade (League of Nations, 1945), Pp. 
132, and Lewis, Economic Survey, p. 74. 

43 Coppock, “Critical Note,” Manchester School, XXIV (1956), 23-24 (based on B. Weber 
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1939, Oxford Economic Papers, n.s., VI [1954], 127; W. A. Lewis and P. J. O'Leary, 
“Secular Swings in Production and Trade, 1870-1913,” Manchester School, XXIII [1955], 
149; and G. Stolper, The German Economy, 1870-1940 [London: Allen & Unwin, 1940], p. 
41.) See also C. Clark, The Conditions of Economic Progress (London: Macmillan, 1940), ch. 
Viii. 





Great Depression in Britain 209 





had grown from 23.3 to 30.1 per cent, and that of Germany from 13.2 to 
16.6 per cent.** 

It must be pointed out at once that the appearance of weakness or 
stagnation in the British economy at this time is to a large extent created 
by comparison with Germany and the United States. “Once the indus- 
trial techniques had spread it was inevitable that the growth of econo- 
mies with larger populations and/or raw material bases would create 
the illusion that the originally industrialized country was stagnating.” *° 
British per capita output, however, was still higher than that of Ger- 
many. It was inevitable, of course, that a country like the United States, 
with far greater physical resources, should ultimately surpass British 
industrial production. As Clapham says: “Half a continent is likely in 
the course of time to mine more coal and make more steel than a small 
island.” *° In some cases, moreover, not merely did much greater quan- 
tities of raw materials exist in foreign countries but they were more 
favorably situated geographically or geologically, as in the case of some 
American and German ores for steelmaking.** 

The fact that these countries were starting their industrialization 
later than the United Kingdom is often given as a reason why their 
percentage rates of growth, both of output and productivity, were 
higher than those of Britain. Britain’s early lead, it is said, was now prov- 
ing in some ways a handicap: industrial pioneering is always very costly 
and leaves the problem of obsolescent plant and the high cost of re- 
placement.** On the other hand, it has been argued that, in terms of 
pure economic analysis, the most developed countries are most advan- 
tageously placed to maintain and accelerate economic growth; that 
Britain’s relative decline was due to “relative natural resources, and the 
position of the [British] economy in the world market,” and was not 
the penalty of industrial pioneering.*” Kuznets considers that the grow- 
ing competition of the United States and Germany, with their “superior 
natural opportunities and ability to take advantage of already developed 


44 Industrialization and Foreign Trade, p. 13. 
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techniques,” was “a large factor in the retardation of British industry. 

At the same time, early success is said to have bred conservatism and 
somnolence in Britain, especially in small “family firms,” and to have 
led to neglect of technical education and salesmanship. Britain seems 
to have been lagging not only in technique, but also in the reorgani- 
zation of her industrial structure and capital market. Both in the 
United States and Germany there was more progress in utilizing the 
economies of large-scale organization and of wider public financing.” 
Foreign trusts also adopted a vigorous policy of “pushing” their goods 
abroad—by exporting goods at prices lower than those at home and by 
“dumping” in periods of depression—while foreign industry and trade 
were greatly assisted by protective tariffs, export bounties, “draw- 
backs,” and special low rates of rail transport.” British business, on the 
other hand, had no such fiscal protection and assistance in this Free 
Trade era. 

Another possible factor in the declining growth of British production 
and productivity may have been an excessive export of capital, largely 
occasioned by the desire for the higher yields obtainable from foreign 
as compared with home investment. Some of this capital, it has been 
suggested, might have been better employed in modernizing and ex- 
panding British industry.** Cairncross, however, has come to the con- 
clusion that on the whole British investment in other countries during 
these and the following years was “economically advantageous to the 
investors themselves and to the nation as a whole,” by creating a 
growing income from overseas, by expanding markets for the export 
industries, and by providing cheap food imports.” 

There is evidence, however, of a lower rate of capital accumulation in 
this period. Douglas, for example, has shown that “the rate at which 
capital increased fell off steadily. . . . Whereas the amount of capital 
had increased by nearly 50 per cent from 1865 to 1875, or to be more 
precise at the rate of 4.8 per cent per year, its increase during the next 
ten years was at only half this rate. From 1885 to 1895, the [decennial ] 
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52 Memoranda (1903), pp. 295-359, and Memoranda (1904), pp. 407-28. 
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rate of growth declined to 15 per cent.” © These estimates are, as Doug- 
las admits, based on data that are far from satisfactory, while houses 
and some other items are excluded, but there can be little doubt of their 
approximate accuracy as an indication of the growth of industrial cap- 
ital. This has been confirmed by later investigations, which have also 
shown that during the Great Depression Britain was investing a smaller 
proportion of her national income than in the preceding and subsequent 
periods.” In the years 1870-1874, according to one estimate, British 
net capital investment (home and overseas) averaged 12.6 per cent of 
the net national income; from 1875 to 1896 it averaged 9.7 per cent; 
while from 1897 to 1913 the average rose again to 11.7 per cent.” This 
fact, it has been suggested, was largely due to the comparatively low 
level of profits during this period. Not merely were profit margins and 
the yield on industrial equities reduced, owing to declining prices and 
depressed trade, but profits became a smaller proportion of the national 
income. The proportion of profits saved tends to vary according to the 
level of profits, and the proportion of the national income saved tends 
to vary according to the share of profits in national income. Hence 
the lower rate of investment during the Great Depression.” 

It was certainly contemporary opinion that the falling prices of this 
period narrowed profit margins and weakened business confidence. 
“The diminution in the rate of profit obtainable from production, 
whether agricultural or manufacturing,” it was reported in 1886, “has 
given rise to a widespread feeling of depression among the producing 
classes.” °° The contemporary complaints were doubtless exaggerated. 
Total taxable income did not, on the whole, fall during these years, but 
actually rose.” General figures, however, are apt to be misleading. 
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Profits in the basic industries such as iron and coal tended to stagnate 
and were subject to very severe fluctuations,” while the income-tax 
figures do not reveal what was happening to the average profits of in- 
dividual firms or to their profit margins. 

It is not popular nowadays to speak in favor of high profits, which 
appear to be regarded as inherently wicked—a sign of exploitation. No 
doubt there is something in this view—and certainly it was not a bad 
thing that there should have been during this period a redistribution of 
the national income in favor of wage earners; but on the other hand, 
high profits generally go with prosperity, a high level of investment, 
and full employment, and vice versa. It is from profits that the capital 
savings necessary to modernize plant and raise productivity come. 
During the Great Depression there was, as the Final Report of the 
Royal Commission of 1886 pointed out, “in consequence of the unre- 
munerative character of the trade of the country, less inducement to the 
capitalist to embark his capital in productive enterprise.” © Cairncross 
states that during these years probably “at least half of the additions to 
capital of industrial concerns operating in Britain came from undis- 
tributed profits,” and that reinvested profits were a considerably more 
important source of capital accumulation than stock-exchange flotations 
or company borrowings.™ It may well be, therefore, that the compara- 
tively low rates of profit during the Great Depression were largely re- 
sponsible for the lower rate of capital investment and of productivity 
growth, and therefore for the relatively higher level of unemployment.™ 

But there are dangers in all this of circular or contradictory argument. 
Domestic investment is said to have been low (thereby causing or con- 
tributing to the depression, falling prices, and so on) because of the low 
profit level; but at the same time the depression is said to have reduced 
profit margins and weakened confidence, thereby reducing investment. 
One must also distinguish between profits as a source of funds for 
investment and profits as an inducement to invest; it is not established 
that past and current profits are the chief determinant of investment.” 
Finally, it is by no means certain, with the inadequate statistics at our 
disposal, that profit margins did fall in this period. After all, not only 
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the prices of finished goods but also those of raw materials (though not 
wages) were falling; interest rates were generally low; and production 
and trade continued to grow, though more slowly than before. 


IV 


Another important factor in this situation was the decline in growth 
of British exports. It has been suggested, in fact, that this was the main 
factor determining the declining rate of growth of British production, 
investment, and productivity in this period.® It might be argued that 
the forces worked the other way around: that the declining rate of 
growth of production and productivity—owing to the declining rate 
of growth of capital investment, lack of entrepreneurial enterprise, 
and so forth—was responsible for the stagnation in exports, especially 
as foreign competitors, such as Germany and the United States, were 
increasing their production and productivity at a much greater rate. 

Yet as the Final Report of the Royal Commission in 1886 pointed out, 
Britain’s export difficulties were very largely beyond her control.” 
There seems little doubt either way that the stagnation of the export 
trade was one of the most critical aspects of the Great Depression. The 
rapid expansion of earlier years was brought to an end: the values of 
British exports ceased to rise, and though quantities grew they no longer 
did so at the previous rate. Britain, though still the world’s greatest 
trading nation, was now subjected to mounting foreign industrial com- 
petition and found growing difficulty in expanding her sales, while 
imports of foreign manufactures increased. At the same time British 
purchases of food and raw materials grew rapidly, with the result that 
there was a growing “gap” in the balance of payments on “visible” 
trade. 

An analysis of the statistics produced by the Board of Trade clearly 
reveals the stagnation in Britain’s export values in this period. Ex- 
ports of home produce had grown considerably in the previous years 
of “Victorian prosperity,” from an annual average of £116 millions in 
1855-1859 to £235 millions in 1870-1874. The quinquennial average 
of the early seventies, however, was not surpassed until 1895-1899; 
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meanwhile export values stagnated between the low figure of £192 
millions in the black year of 1879 and £263 millions at the peak of 
1890, averaging £227 millions per annum over the whole period (1873- 
1896). To be sure, export values disguise the changes that occurred in 
the volume or quantity of trade. The years 1850-1873 had been on the 
whole an inflationary period, whereas after 1873 prices were generally 
falling until 1896. Even so, estimates of the volume of trade show that 
after the 1870's its rate of growth declined: the average annual per- 
centage increase fell from 5.3 in 1840-1860 and 4.4 in 1860-1870 to 2.1 
in 1870-1890 and 0.7 in 1890-1900. British export trade, like British 
industrial production, ceased from about the 1870's to expand as rapidly 
as in the past. 

Imports experienced a similar but less marked change of trend. Net 
import values grew from an annual average of £146 millions in 1855- 
1859 to £291 millions in 1870-1874. During the Great Depression they 
ceased to expand as rapidly, but did not, like exports, stagnate—grow- 
ing, in fact, to an average of £357 millions in 1890-1894. Volume of 
imports, which had grown at an average annual rate of 4.5 per cent in 
1840-1860 and 4.4 per cent in 1860-1870, also experienced a slackening 
of growth after the 1870's, averaging 2.9 in 1870-1890 and 2.6 in 1890- 
1900; but the slackening was much less than that in the growth of 
exports.” 

These differing rates of growth naturally affected the balance of 
payments. There had already been for many years a gap between mcr- 
chandise imports and exports in Britain’s visible trade balance, but it 
rapidly widened during the Great Depression. The deficit, which 
had averaged £62.5 millions in the years 1871-1875 now rose to average 
£130.3 millions in the years 1891-1895."" In the twenty years before 
1875 this had usually been more than balanced by the “invisible” in- 
come from shipping and other services that Britain performed for 
foreigners, leaving substantial surpluses available for foreign invest- 
ment. But from now on there was generally a negative balance on 
merchandise and services together: from the seventies onwards Britain 
was importing more in goods and services than she was exporting, and 
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it was only the growing income from previous overseas investments 
that covered these deficits and enabled further British capital export 
to take place. Britain, says Jenks, was “at the end of an era” in capital 
export.” 

But this appears to be too dramatic and pessimistic a view of events. 
British foreign investments continued to grow at a great rate after 1875, 
doubling in the next twenty years from £ 1,069.3 millions to £2,192.2 
millions.”* It is true that in very few years did capital exports exceed 
income from abroad, but it would appear to be a natural development 
that a great capital-exporting country should ultimately, as the volume 
of its foreign income increases, run a visible trade deficit and enjoy the 
fruits of its previous investments; indeed, it may do so and still expand 
its foreign investments, as Britain did. The rapid growth of Britain’s 
invisible earnings, particularly foreign investment income, produced a 
mounting surplus on the balance of payments, and it is “therefore argu- 
able that Britain exported as much as she needed to” after the 1870's. 
Part of Britain’s foreign income was now being used to finance more 
home consumption, so that the country did not continue to consume less 
than its domestically generated income. The growing food imports 
and rising standard of living were made possible very largely by British 
foreign investment in the preceding period.” 

Rostow has stated that the Great Depression was characterized by “a 
shift away from capital export towards new investment at home”—that 
“the central causal force in the Great Depression was the relative cessa- 
tion of foreign lending.” “° The facts, however, do not entirely support 
his thesis. There is no doubt that after 1873, with the collapse of Amer- 
ican railway speculation and foreign-loan business, there was a falling 
off in foreign investment,” while home investment, especially in build- 
ing, remained at a high level until 1877." But this reduction in foreign 
investment was not a continuous feature of the Great Depression. There 
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was a brisk recovery of capital export, particularly for American rail- 
ways, from the summer of 1879, a figure of £64.7 millions being 
reached in 1881; and though there was some falling off in 1883, foreign 
investment remained at a fairly high level throughout the eighties, 
reaching £90.9 millions in 1888 and £98.1 millions—almost the same 
as in the record year 1873—in 1890. 

It is indeed curious that Rostow should have so emphasized the fall- 
ing off in capital export, when he himself states that the “revival in 
capital export which had begun in 1879 was interrupted only in 1885. 
The figures for 1884 and 1886 were higher than for any years in the 
previous decade.” And he describes how the boom in the late eighties 
was “closely connected with a revival of foreign lending,” especially to 
South America.” On the other hand, estimates show clearly that there 
was a slump in home investment during this decade. Rostow’s thesis 
that there was “a relative cessation of foreign lending” and a shift in- 
stead towards home investment is true, therefore, of the later seventies, 
but not of the eighties. It is true again, however, of the nineties, when 
there was another downswing in capital exports and a vigorous recovery 
of home investment. Home and overseas investment, in fact, fluctuated 
continuously throughout the Great Depression, and in inverse directions 
over the “long cycles” of Kuznets’ “secondary secular movements.” ™ 

Considering the whole period of the Great Depression, we see that 
British capital exports were at a considerably higher level than in the 
preceding period, averaging £56.15 millions annually between 1876 
and 1895 as compared with £ 33.74 millions annually between 1851 and 
1875.°* There is, however, somewhat more substance in Rostow’s thesis 
if we consider investment as a percentage of national income. Net for- 
eign investment, it has been estimated, fell from an average of 5.6 per 
cent of the net national income in 1870-1874 to an average of only 2.7 
per cent in the years 1875-1896, but rose to an average of 4.1 per cent 
in the period 1897-1913. Net home investment, on the other hand, was 
at about the same level during the Great Depression as in the previous 
and following periods, averaging 7.0 per cent of net national income in 
the years 1870-1874, 7.0 per cent from 1875 to 1896, and 7.5 per cent in 
the years 1897-1913." It is unfortunate that there are no reliable esti- 
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mates for the pre-1870 period, when investment was doubtless at a 
lower level than in the boom years 1870-1874. Nevertheless, the com- 
parisons, for what they are worth, do indicate that there was “a relative 
cessation of foreign lending,” and home investment was better main- 
tained than foreign investment, in proportion to national income, during 
the Great Depression. But there was not, as Rostow asserts, a more in- 
tensive exploitation of home resources. And in any case, why should 
such a shift in investment, if it occurred, have brought about depression ? 


V 


Rostow has also stated that the Great Depression was marked by “a 
favourable shift in the terms of trade.” * In fact, however, the terms of 
trade became increasingly unfavorable down to the early eighties, as 
Rostow himself points out elsewhere.*° Thereafter they did indeed move 
favorably to Britain until the end of the century.” It was the unfavor- 
able shift in the terms of trade, together with the growing volume of 
imports and decline of exports, that worsened Britain’s balance of pay- 
ments position in the later seventies; while the favorable movement 
from the early eighties onwards eased it considerably, since we were 
now getting increasing quantities of food and raw material imports in 
return for a given volume of manufactured exports. The improvement 
in the terms of trade for Britain was the main factor in bringing about 
a considerable improvement in real wages and the standard of life, for 
the decline in the prices of imported wheat and other foodstuffs led to a 
considerable reduction in the cost of living.*’ Against this, however, 
must be set the heavier unemployment, also partially due to the change 
in the terms of trade, which had harmful effects on the export indus- 
tries. 

A favorable movement in the terms of trade for Britain must have 
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meant either that foreign demand for her manufactured goods was 
better maintained than international demand for primary products, or 
that supplies of the latter were being produced at a decreasing relative 
cost. The most important factors in the favorable movement from the 
early eighties appear to have been the revolutionary changes in the 
production and transport of primary products, partially the fruits of 
British capital investment. The rising output of the primary producing 
countries, owing to agricultural mechanization, the opening of new 
mines, plantations, and so forth, was providing Britain with increasing 
quantities of cheaper food and raw materials. In the United States, for 
example, productivity per worker increased more rapidly in agriculture 
than in manufacturing during this period.” At the same time railways 
and steamships were causing a tremendous fall in freight rates. In the 
main British export industries, on the other hand, there was less cost- 
reducing innovation. There was, in fact, as we have seen, a declining 
rate of growth of productivity in industry generally, while output per 
worker and real costs were changing very little, and perhaps for the 
worse, in some important trades. In the case of coal, which was not only 
of growing importance as an export trade but also a major factor in 
the cost of producing other export goods, export prices tended to rise 
rather than fall in the period 1880-1900.” The divergent trends of coal 
export prices, on the one hand, and of grain import prices, on the other, 
were probably the main determinants of the terms of trade in this 
period.”” 

This is an explanation from the supply side. It assumes, of course, 
that foreign demand for British manufactures was relatively well 
maintained. On this point it should be observed that the terms “favor- 
able” and “unfavorable” are somewhat misleading. British imports are 
valued “c.i.f.” in the Board of Trade returns, while exports are valued 
“f.0.b.,” so that the consequence of reduced shipping freights was nat- 
urally an improvement for Britain in the terms of trade, and Britain 
was certainly better off as a result; but, though the terms of trade moved 
“unfavorably” to the countries supplying her with imports, their real 
position was not necessarily worsened.” For example, the chief factor in 
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the great fall in the prices of American food products in the British 
market was the fall in freight rates: prices on the American farm fell 
much less.** Moreover, as a result of the opening up of new territory and 
agricultural mechanization, farming costs were reduced, while output 
and exports were enormously increased.” Britain, in particular, was im- 
porting greatly increased quantities of American farm products. It 
seems doubtful, therefore, if the “unfavorable” movement in the terms 
of trade reduced the purchasing power of American farmers and so 
checked imports of British manufacturers. The same was true for other 
primary producing countries, from which British imports continued to 
grow rapidly.” 

Movements in the terms of trade, however, are not determined 
bilaterally. Lewis has fitted Britain’s experiences into the broad pattern 
of world trade. He points out that the decisive factor in the expansion of 
international trade is the growth of the industrial countries: their in- 
creasing demand for primary produce dispenses purchasing power to 
primary producers for buying manufactures.” “Given production in- 
dices, we can derive from them the level of trade in primary products, 
the terms of trade, and thence the level of trade in manufactures.” A 
Kondratieff downswing in the rate of growth of manufacturing produc- 
tion, therefore, such as occurred in the Great Depression, would reduce 
the demand for primary products and so alter the terms of trade un- 
favorably to the primary producers, who would in consequence have 
to reduce their manufactured imports.” Hence the stagnation of world 
trade in manufactures, which affected British exports so seriously dur- 
ing this period.” 

This argument, however, assumes that international trade consists 
of the exchange of manufactured goods for primary products, whereas 
in fact the greater part of it consists of the exchange of primary prod- 
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ucts for other primary products, and of manufactures for other manu- 
factures.”* World trade in primary products was increasing more 
rapidly, in both value and volume, than trade in manufactured goods 
during this period. The relative stagnation of world trade in manufac- 
tures appears to have been mainly due to growing industrialization and 
tariffs." World manufacturing production, it is to be noted, was ex- 
panding much more rapidly than world trade in manufactures.’” This 
world situation strongly affected Britain. It largely explains her increas- 
ing difficulties in exporting manufactures. Nevertheless, the terms of 
trade moved in her favor, thanks mainly to the revolution in transport, 
development of cheap grain supplies from America, and growing de- 
mand for British coal. 

Another important factor in the situation was the amount of foreign 
investment by the industrial countries, especially Great Britain. “The 
level and the expansion of incomes and effective demand overseas was 
largely dependent on the provision of sufficient capital which, on the 
whole, meant British capital.” There was “a close and direct link exist- 
ing between foreign lending, world income and foreign demand for 
British exports.” *°* The level of British overseas investment would 
naturally have repercussions upon the volume and terms of foreign 
trade. Foreign investment, on the other hand, might be expected to fluc- 
tuate according to the terms of trade and profit prospects: if, for exam- 
ple, the prices of foreign foodstuffs and raw materials fell more than 
those of British manufactured goods, then one might expect a falling 
off in British overseas investment. But the expected relationship did 
not occur in the years 1873-1878 or during the eighties." In the first 
period the terms of trade moved unfavorably to Britain, yet capital 
exports declined, while in the eighties the terms of trade improved and 
foreign investment expanded. 

A possible explanation of this is that foreign investment was the 
determining factor in the situation, not the terms of trade.” Thus a 
lower level of foreign lending would tend, by reducing foreign purchas- 
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ing power and by causing a recession in the capital export trades, to 
cause an unfavorable movement in the terms of trade, prices of capital 
export goods falling more than import prices. This is apparently what 
happened in the period 1873-1878, as a result of the serious shock given 
to foreign lending by the liquidations of 1873-1876. In the eighties, on 
the other hand, the situation was reversed. Revived foreign lending 
expanded purchasing power and stimulated the export trades, thus 
checking the fall in the prices of British exports, while at the same 
time, through the building of railways, opening of new mines, and so 
forth, it contributed to the reduction in the prices of foreign food and 
raw material products; the terms of trade therefore moved favorably to 
Britain. In the nineties, however, though foreign investment slumped, 
the terms of trade continued to move in Britain’s favor, while after 
1900 they moved unfavorably at the same time as capital exports 
boomed (especially after 1905)—relative movements which were op- 
posite to those in the seventies and eighties. 

It would seem that there is no simple and consistent explanation 
of the relationship between foreign investment and the terms of trade in 
different periods. Many complex factors have to be considered. There 
are the difficult problems of differentiating between short-term and 
long-term factors, between cycles of varying length, the differing gesta- 
tion periods of various types of capital investment, and the differing 
elasticities of demand and supply as between different products. One 
has to consider the relative quantities as well as the relative prices of 
exports and imports. An “unfavorable” movement in the net barter 
terms of trade, for example, may not in fact have unfavorable repercus- 
sions if a reduction in the prices of exports is achieved by cost-reducing 
mechanization or improved transport and is not a result of declining 
foreign demand.’” In such circumstances the unfavorable movement 
might not have the effect previously suggested: it might not, for ex- 
ample, in the case of a capital-importing country, lead to a reduction of 
foreign investment, for there might be a much larger volume of trade at 
lower prices. As regards the balance of payments, it is not easy to dis- 
cern whether active foreign investment made the balance increasingly 
favorable by stimulating exports (the opposite, of course, occurring 
when foreign investment was reduced), or whether a growing balance 
of payments surplus gave rise to increased capital exports, the latter 
being merely “residual.” “*’ Another possible explanation of a capital 


106 See p. 217 of this article. 
107 Lewis and O'Leary, “Secular Swings,” Manchester School, XXIII (1955), 145. 





222 A. E. Musson 


export boom, like that of the eighties, is that it was “a pis aller, occur- 
ring whenever the home investment cycle was in its trough,” in which 
case, moreover, imports would be reduced and the balance of payments 
surplus would increase."”* Furthermore, one has to consider the role of 
international migration in stimulating foreign investment.’” 

In all this there is obviously great danger of argument in a circle. It 
is extremely difficult to say which factor was the determining one—to 
distinguish cause and effect—when economic change was continuous 
and all factors therein were so closely interrelated. It seems clear, how- 
ever, that—for whatever reasons—world trade in manufactures grew 
more slowly during the Great Depression."® Even if Britain had re- 
tained her share of world trade, therefore, her export trade would have 
ceased to grow as rapidly as in the past. In actual fact, however, Britain’s 
share of world trade was falling. The decline of her share of world 
trade in manufactures was especially significant," and was a reflection 
of her diminishing proportion of world manufacturing production.’” 
Another factor was the growth of foreign tariffs. The Cobdenite vision 
of international free trade and peace rapidly faded during the decade 
1870-1880, described by Cunningham as “the great divide,” when, un- 
der the impact of depression, one country after another returned to a 
policy of high protection."”* 





VI 


The growth of industrial production and tariff protection in many 
foreign countries not only reduced Britain’s share of world trade but 
considerably altered the pattern of British trade. British exports to those 
countries were reduced, and stiffer opposition was encountered in the 
neutral or nonprotected markets of the world. It was with the latter 
countries, however, especially with British colonies, that British trade 
was best maintained and increased. The Board of Trade’s statistics 
clearly show this shift in the distribution of British exports.'’* Exports 
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to the “principal protected countries and colonies,” after reaching a peak 
of £148.5 millions in 1872, fell off considerably, averaging about £ 109 
millions in the period 1873-1896, with peaks of £119.2 millions and 
£121.6 millions in 1882 and 1890 respectively.” These countries had 
taken 53 per cent of total British exports (by value) in 1870, but their 
percentage fell to 49 in 1880, 46 in 1890, and 45 in 1900; and whereas 
manufactured or partly manufactured goods had formed 87 per cent 
of British exports to these countries in 1870, this proportion had fallen 
to 74 per cent by 1900. Exports to “other countries and colonies,” that is, 
the unprotected markets of the world, on the other hand, had increased, 
with peaks of £113.7 millions in 1873, £124.3 in 1883, and £142 mil- 
lions in 1890, so that their proportion of total British exports rose from 
47 per cent in 1870 to 55 per cent in 1900. The percentage of manufac- 
tured and partly manufactured exports to these countries had dwin- 
dled, but only from g7 per cent (1870) to 85 per cent (1900), which was 
still considerably higher than in the case of the protected countries.’”° 

It is quite clear from the statistics that this shift in the distribution of 
British exports became pronounced after the 1870's. Broadly speaking, 
industrial Europe and America were taking a progressively smaller pro- 
portion of British exports, especially of manufactured goods, and 
Britain was having to seek new markets in other countries and espe- 
cially in the Empire. At the same time another important change was 
taking place in the structure of British trade. Whereas in the period 
1864-1873 nearly two thirds of Britain’s trade consisted of the exchange 
of manufactures against raw materials and foodstuffs, by 1894-1903 the 
proportion had fallen to little more than one third. More and more 
Britain was exchanging primary products and manufactures with other 
countries.'"’ British coal exports, for example, expanded remarkably, 
rising from an annual average of 10.3 million tons ( £5.3 millions, or 
less than 3 per cent of the total value of British exports) in 1866-1870 to 
51 million tons ( £22.3 millions, or over g per cent of total exports) in 
1896-1900."'* This, as Sir John Clapham pointed out, was “the most 
marked alteration in the export trade of the age.” '® Similarly, Britain 
was finding it easier to maintain her exports of other raw materials and 
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semimanufactured goods, such as iron plates and textile yarns, than of 
finished products. Ultimately, however, it was only to be expected that 
foreign countries would develop their own coal and other resources, 
with serious results for the British export trade. Britain may have had 
little alternative at this time, in the face of growing foreign industry 
and protection; but it is also possible that the declining proportion of 
manufactured goods in her exports was partly due to the fact that not 
enough attention was devoted to improving industrial technique and 
productivity and to pushing sales abroad,” as compared with foreign 
competitors. 

Another vulnerable feature of the British export trade was the pre- 
ponderance of textile, especially cotton, exports. Textiles formed 71.6 
per cent (by value) of British exports of home products in the late 
sixties. They continued to expand during this period, but at a slower 
rate, and by the early 1900’s they formed only 53.7 per cent of total 
home-produced exports.’** Britain was developing a more varied export 
trade, capital goods such as metals and machinery being of growing 
importance; but she tended to lag behind in the development of new 
industries and export trades and to rely too much on the old basic in- 
dustries of textiles, iron, and coal, in which she had gained such a 
commanding lead in the early Industrial Revolution.” During the 
Great Depression it became obvious that she could not maintain that 
lead. That this should eventually happen was inevitable, but—given 
flexibility, resourcefulness, and technical progress—Britain could still 
advance economically, though her share of world production and trade 
might dwindle. During this period, however, she seems to have been 
somewhat lacking in these essential qualities. 

The dangers in Britain’s economic position were apparent on the 
import as well as the export side. She was becoming increasingly de- 
pendent on imported raw materials for her industries. Imports of iron 
ore, for example, which had been very small in the preceding period, 
now rose to about six million tons by the end of the century, and were 
approaching one half of the home production by weight and more by 
value, being richer in iron. This was not entirely due to unavoidable 





120 On this latter point see, for example, the 1886 Royal Commission’s Final Report, p. xx, 
and W. S. H. Gastrell, Our Trade in the World in Relation to Foreign Competition, 1885 to 
1895 (London, 1897), ch. iii. 

121 Schlote, British Overseas Trade, p. 74. 

122 Lewis points out that “Britain equipped herself in the first half of the nineteenth century 
to sell cotton and railway materials, and she thus got into a rut which unfitted her to sell steel 
and machinery at the end of the century.” “International Competition,” 4m. Ec. Rev., XLVII 
(1957), 583. This is an oversimplified exaggeration, but contains a substantial element of truth. 
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geological factors, but was partly caused by neglect in the development 
of the Thomas basic steelmaking process and in the exploitation of 
native resources of phosphoric ores.’ Britain was also importing an 
increasing proportion of her requirements of other metal ores, such as 
copper, lead, and tin. She had always, of course, imported all her sup- 
plies of raw cotton, and from the late sixties onwards her imports of 
raw wool began to exceed, and by the nineties were treble, the domestic 
wool production, which steadily declined.’ Other industries, too, were 
becoming increasingly reliant on imported raw materials. 

Until the 1870’s Britain had produced the major part of her food re- 
quirements. As a result of enclosures and agricultural improvement, 
production had been increased considerably, though not as rapidly as 
the growth of population. Imports had been growing gradually for 
many years, but it was not until the seventies that the railway and 
steamship brought in a flood of cheap foreign imports, which seriously 
depressed certain sections of British agriculture and destroyed the bal- 
ance of the British economy. Britain rapidly became dependent for 
most of her food on overseas supply. In the late sixties the United 
Kingdom still produced three quarters in value of what the inhabitants 
consumed of grain, meat, dairy produce, and wool. By the late seven- 
ties the proportion had fallen to little more than one half.’”° 

No other country was so completely dependent on overseas trade and 
therefore in so precarious an economic position as Britain: exporting 
so large a proportion of her manufactures and importing so much of 
her raw materials and foodstuffs. Lewis considers that she “had become 
too dependent on international trade.” '*° “A balance—-a lack of balance 
—such as that in Britain,” says Clapham, “had not been known before 
in the records of great nations.” *’ Certainly no other country in the 
world was so industrialized. In Germany and the United States, for 
example, Britain’s chief industrial rivals, the agricultural group formed 
a much larger proportion of total population.’ Britain sacrificed her 
agriculture to industry and trade. But she could not permanently re- 
main the world’s workshop. Foreign industrial competition made her 
less able to pay for her food imports with manufactures, while at the 

a Economic History, Ul, 147-48; Burn, Economic History of Steelmaking, pp. 
124 Shield (1903), pp. 368 and 446-47. 
125 J. Caird, The Landed Interest and the Supply of Food (4th ed.; London, 1880), pp. 5-6. 
126 Lewis, Economic Survey, p. 76. 


127 Clapham, Economic History, Ill, 2. 


ve Memoranda (1904), pp. 437-38; Clark, Conditions of Economic Progress, pp. 185, 187, 
and 190. 
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same time foreign agricultural competition depressed British agricul- 
ture and increased her dependence on foreign imports. 

The main characteristics of the agricultural depression in this period 
are well known: the catastrophic fall in prices, especially of wheat, 
the growth of foreign imports, and the decline of arable farming. It 
must be noted, however, that total agricultural production did not fall, 
. the decline in arable output being more than counterbalanced by in- 
creased production of animal products. Pastoral farming, dairying, 
poultry farming, and market gardening were comparatively well off, 
especially near industrial towns, and there was much mixed farming 
where the serious fall in wheat prices was offset by more favorable 
market conditions for other products.’*’ Drescher’s index of total Brit- 
ish agricultural output shows an increase from 87 in 1870-1876 to 95 
in 1894-1903, Ojala’s from 93 to 95 (1911-1913 = 100).'*' On the other 
hand, figures of agricultural rents and farming income show a con- 
siderable fall. Rents fell on an average by 25 to 30 per cent during the 
Great Depression,’* but farmers suffered much more than landowners, 
their average income falling by about 4o per cent.’** Total agricultural 
incomes, according to Ojala, declined from £201 millions, or 18.5 
per cent of the national income, in 1870-1876, to £135 millions, or 
8.3 per cent of the national income, in 1894-1903." 

The distress in agriculture was bound to react upon the economy 
as a whole, though less strongly than in the earlier part of the century. 
The agricultural group still included 11 per cent of the total occupied 
population in 1891. Depression in so important a sector of the economy 
must inevitably have reacted upon other sectors. The Royal Commis- 
sion on the Depression of Trade and Industry pointed out in 1886 that 
“the purchasing power of a large section of the community—that, 
namely, which depends directly upon the productive capacity of the 





129 The most important contemporary evidence is contained in the reports of the Royal Com- 
missions on agriculture, 1882 and 1894-97, and in the Royal Agricultural Society’s Journal. 
For general accounts of agriculture in this period, see Lord Ernle, English Farming, Past and 
Present (4th ed.; London: Longmans, Green & Co., 1927), ch. xviii, and Clapham, Economic 
History, Il, ch. vii; Tl, ch. 1. 
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(C. 8540), 6. 
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soil—has been seriously crippled” by “bad seasons and the competition 
of the produce of other soils which can be cultivated under more favour- 
able conditions than our own,” and that this “cannot fail to have had 
an important influence upon the demand for manufactured goods.” *° 
On the other hand, the increasing imports of cheaper food improved 
real income in the nonagricultural sector of the economy, which prob- 
ably more than offset the effects of reduced agricultural purchasing 
power. And it was only to be expected that, with continuing indus- 
trialization, agriculture’s share of the national income should continue 
to decline. 

During this period few voices were raised in favor of agricultural 
protection. The memory of the corn laws and dear bread was still too 
strong. What did shake free-trade beliefs, however, was the growing 
influx of foreign manufactured goods. British industry had to face 
foreign competition not only abroad but even in the home market. 
While her industrial rivals erected tariff barriers against British goods, 
curtailing their import, exports of foreign manufactures to Britain 
steadily grew, thanks to British free-trade policy. Imports of manufac- 
tured and partly manufactured goods into the United Kingdom grew 
from an annual average of £64.5 millions, or 18.4 per cent of total 
imports, in 1870-1875, to £100.4 millions, or 24 per cent of total im- 
ports, in 1890-1895.'*° 

This invasion of the home market caused increasing alarm and 
was largely responsible for the growing protectionist feeling in the 
country, which found expression in the cries for “Reciprocity” and 
“Fair Trade.” ** As foreign competition strengthened in overseas 
markets, British manufacturers naturally tended to concentrate more 
on the home market. They were still confident of their ability to meet 
fair foreign competition, but not competition bolstered by tariffs and 
bounties. The rest of the world had not, as was hoped by Cobden 
and Bright, adopted the free-trade gospel, and it would be ruinous, 
it was argued, for Britain to remain an open market when her com- 


135 R. C. on Depression, Final Report (1886), pp. xvii and xix. 

136 Memoranda (1903), pp. 5-6. See also Schlote, British Overseas Trade, pp. 66-68. 

137 See, for example, G. W. Medley, The Reciprocity Craze (Cobden Club pamphlet; Lon- 
don, 1881); T. H. Farrer, Free Trade Versus Fair Trade (London, 1885); E. E. Williams, 
Made in Germany (London, 1896). Later historical studies include Cunningham, Rise and De- 
cline of the Free Trade Movement; C. J. Fuchs, Trade Policy of Great Britain and Her Colonies 
Since 1860 (London: Macmillan, 1905); P. Ashley, Modern Tariff History (3d ed.; London: 
Murray, 1920); R. J. S. Hoffman, Great Britain and the German Trade Rivalry, 1875-1914 
(Philadelphia: University of Pennsylvania Press, 1933); B. H. Brown, The Tariff Reform Move- 
ment in Great Britain, 1881-1895 (New York: Columbia University Press, 1943). 
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petitors were strongly protectionist. There was also, for similar rea- 
sons, a return during this period to the idea of Empire, in the hope 
of finding salvation in colonial markets. “Imperialism” was to some 
extent a product of the Great Depression.’** An increasing proportion 
of British trade during this period was with the Empire. The propor- 
tion of home-produced exports going to British possessions grew from 
25.6 per cent in the early seventies to 34.1 per cent in the late nineties, 
while the proportion of colonial imports remained stable at around 
22 per cent.’*? 

In the Great Depression, then, we can discern a number of funda- 
mental changes taking place in Britain’s economic position. Production 
and productivity grew at a slower rate; capital investment was checked; 
Britain ceased to be the world’s workshop and, as a result of foreign 
competition, found increasing difficulty in expanding her export trade; 
but her imports of food and raw materials continued to grow rapidly, 
the terms of trade moving in her favor; British agriculture was seri- 
ously depressed; and, finally, we can see in this period the beginnings 
of a fundamental change in British trading policy, away from free trade 
and back to protectionism and imperial preference. These changes in 
Britain’s economic position were masked by the upswing in prices, 
profits, and business activity that occurred after about 1896, but in 





the later Great Depression between the two World Wars they were 
to become more strongly marked and to have more serious conse- 
quences, forcing Britain into more drastic economic readjustments. 


A. E. Musson, University of Manchester 
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Interpretations of the Industrial Revolution 
in England: A Methodological Inquiry* 


ERHAPS the most important methodological problem in the 
writing of history is to discover why different historians, on the 
basis of the same or similar evidence, often have markedly different 
interpretations of a particular historical event. Why, for example, in 
a world in which there is almost unquestioned belief, even by Marxist 
historians, that industrialization is the grand remedy for the economic 
and social ills of poor and underdeveloped countries, do some his- 
torians, and especially the Marxists, still argue about the goods or ills 
bestowed on the worker by the first great experiment in industrializa- 
tion, the industrial revolution in England? The expected economic 
dividend of modern industrialization is undoubtedly a higher stand- 
ard of living, and the occasional opponents of such development base 
their opposition not on this indisputable material advance but on the 
“moral risk” involved in the transformation of life by industrialization.’ 
The historians, however, while concerned also with this possible moral 
risk, are not all certain that the industrial revolution in England before 
1850 did cause the average standard of living of the worker to rise. 
This uncertainty might be resolved by finding out what actually hap- 
pened, but in the meantime interpretations differ, and have differed, 
on the basis of some evidence, of much confusion, and of differing 
value judgments. It is the specific aim of this article to give a history 
of the interpretations of the industrial revolution, and to explain them. 
Today, in spite of weighty opposition, the thesis “that everything was 
getting worse for the working man, down to some date between the 
drafting of the People’s Charter and the Great Exhibition” ® strongly 
persists, mainly because of the continuing influence of a distinguished 


* This essay had its origin in an address, given jointly by the author and A. G. L. Shaw of 
Sydney University, at the inaugural meeting of the Sydney Historians’ Group in 1953. It owes 
much, therefore, to discussion with Shaw. Although many books and articles are cited, the 
essay does not claim to be bibliographically comprehensive. 

1 See G. Freyre, “Morals and Social Change,” Transactions of the Third World Congress 
of Sociology (8 vols.; London: International Sociological Association, 1956), I, 20-33. 

2J. H. Clapham, An Economic History of Modern Britain (3 vols.; Cambridge, England: 
Cambridge University Press, 1926), I, vii. 
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group of social historians and social critics, especially those gifted wife- 
husband writers, the Webbs and the Hammonds. Their interpretation 
has been well expressed by Sidney Webb: “If the Chartists in 1837 
had called for a comparison of their time with 1787, and had obtained 
a fair account of the actual social life of the working-man at the two 
periods, it is almost certain that they would have recorded a positive 
decline in the standard of life of large classes of the population.” * 
And their influence is best attested by the continuing popularity of 
those historical best sellers on the condition of life of the English worker 
between 1760 and 1832 by J. L. and B. Hammond that have domi- 
nated modern interpretation, both popular and scholarly, of the indus- 
trial revolution.* 

The Hammonds gave the worst possible interpretation of early in- 
dustrialization. “The history of England at this time,” they wrote, 
“reads like the history of civil war. . . . Surely never since the days 
when populations were sold into slavery did a fate more sweeping 
overtake a people than the fate that covered the hills and valleys of 
Lancashire and the West Riding with the factory towns that were to 
introduce a new social type for the world to follow.” Economic and 





social decline was the main conclusion that the Hammonds derived 
from their study of village, town, and skilled laborers: ° 


Amid the great distress that followed Waterloo, it was a commonplace of 
statesmen like Castlereagh and Canning that England was the only happy 
country in the world. . . . That class has left bright and ample records of its 
life . . . it has left dim and meagre records of the disinherited peasants that are 


3S. Webb, Labour in the Longest Reign (Fabian Tract No. 75; London: The Fabian Society, 
1897), p. 2. 

4 The Village Labourer, 1760-1832 (London: Longmans, Green & Co., 1911); The Town 
Labourer, 1760-1832 (London: Longmans, Green & Co., 1917); The Skilled Labourer, 1760- 
1832 (London: Longmans, Green & Co., 1919); The Rise of Modern Industry (London: 
Methuen, 1925); The Age of the Chartists (London: Longmans, Green & Co., 1930); The 
Bleak Age (London: Longmans, Green & Co., 1934); and Lord Shaftesbury (London: Con- 
stable, 1923). The popularity of these books can be judged from the number of reprints; thus, 
The Village Labourer was first published in 1911, reprinted in 1912, 1913, 1919, 1920, 1924, 
1927, 1932, 1936, and 1948; The Town Labourer, which was first printed in 1917, had four 
new impressions by the end of 1920. Very few history books in the twentieth century have 
sold so well. 
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There is a significant difference between the early books and The Bleak Age (published in 
1934), which admitted that “historians have been apt to draw the life of this time in colours 
too sombre for the truth,” that the explanation of ‘“‘systematic and widespread discontent .. . 
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ed., pp. 15 and 226.) The change in attitude can be seen also in “The Industrial Revolution 
and Discontent,” The Economic History Review, Il (Jan. 1930), written in response to Clapham’s 
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the shadow of its wealth; of the exiled labourers that are the shadow of its pleas- 
ures; of the villages sinking into poverty and crime and shame that are the shadow 
of its power and its pride. 





In their preoccupation with the debit side of the industrial revolu- 
tion, however, the Webbs and Hammonds were only expanding in 
greater detail the traditional view held by most English economic 
historians before J. H. Clapham. In particular Arnold Toynbee’s Lec- 
tures on the Industrial Revolution in England, published in 1884, 
stimulated interest in the industrial revolution, and by dramatically 
emphasizing its unfortunate consequences influenced all subsequent 
writers. Toynbee wrote: ° 


These were dark patches even in [Adam Smith’s] age, but we now approach 
a darker period—a period as disastrous and as terrible as any through which a 
nation ever passed; disastrous and terrible, because, side by side with a great 
increase of wealth was seen an enormous increase of pauperism; and production 
on a vast scale, the result of free competition, led to a rapid alienation of classes 
and to the degradation of a large body of producers. 


These conclusions were strengthened by the combined support of 
those distinguished historians, J. E. Thorold Rogers and W. Cun- 
ningham. Thorold Rogers’ study of prices and wages over many cen- 
turies gave his argument impressive authority; and he argued that “in 
the long run, labour . . . gained by the inventions of Arkwright, of 
Watt, and of Cartwright, but the process which preceded the gain was 
accompanied by profound suffering”; and he described the first two 
decades of the nineteenth century as “the worst time . . . in the whole 
history of English labour.” ‘ Cunningham’s analysis of the industrial 
revolution was more sophisticated than those of either Thorold Rogers 
or Toynbee, and he argued that the sufferings of the period were “the 
inevitable difficulties of transition,” aggravated by the wars with France 
and the United States, by fluctuations of trade, and by bad govern- 
ment; while recognizing “the rapid advance of material prosperity,” 
he balanced it against “the terrible suffering which was endured in the 
period of transition.” * 

With such influential backing the immiserization theory of the indus- 
trial revolution was firmly embedded in textbooks and in works of 


6 A. Toynbee, Lectures on the Industrial Revolution in England (London, 1884), p. 84. 

TJ. E. Thorold Rogers, Six Centuries of Work and Wages (1oth ed.; London: Swan Son- 
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vols.; Cambridge, England: Cambridge University Press, 1925), III, 668 and 617. 
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general history. Thus, for example, the much-reprinted Industry in 
England by H. de B. Gibbins affirmed, without the qualifications im- 
posed by Thorold Rogers or Cunningham, that 


it must continually be remembered that the condition of the mass of the people 
in the first half of this [the nineteenth] century was one of deepest depression. 
. . » The fact has been, that after the introduction of the new industrial system 
the condition of the working classes rapidly declined; wages were lower, and 
prices, at least of wheat, were often higher; till at length the lowest depth of 
poverty was reached about the beginning of the reign of Queen Victoria.® 


This kind of argument, with varying degrees of qualification, and 
with the particular help of the Hammonds, remained relatively unchal- 
lenged until Clapham published the first volume of his economic 
history of Britain in 1926. After that the Toynbee-Hammond view still 
commanded wide support, but there was more talk of stability and 
less of decline, and more of special reasons why the standard of living 
failed to rise rather than of general reasons why it fell. Thus, for ex- 
ample, in 1952 E. J. Hamilton wrote that between 1800 and 1852 “real 
wages of fully employed workers rose, but this was largely offset by 
chronic and cyclical unemployment”; *° and Colin Clark, that “the 
first half of the nineteenth century, with all the tremendous changes 
brought about, only just succeeded in maintaining real income per 
head constant.” * It is now probably true that most economic his- 
torians favor the Clapham rather than the Toynbee-Hammond thesis, 
but many textbooks and general works still depend heavily on the 
Hammonds,” and probably for this reason one distinguished economic 
historian not so long ago thought it necessary to take up cudgels on 
behalf of Clapham.” 

To describe the more optimistic interpretation of the industrial revo- 
lution as the Clapham thesis, however, is to ignore other historians and 
economists who had the same thesis before Clapham gave it wide 


9H. de B. Gibbins, Industry in England: Historical Outlines (5th ed.; London: Methuen, 
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circulation. Indeed, Clapham’s arguments depended heavily on the 
work of statisticians on wages and prices, work that he complained 
had been “constantly ignored by social historians.” * In particular he 
depended on research on nineteenth-century wages by A. L. Bowley 
and G. H. Wood, which appeared in a series of articles between 1895 
and 1909, and which remain today the only comprehensive studies 
of wages that could help to give finality to the problem of discovering 
what happened to the standard of living between 1800 and 1850.’° Both 
Bowley and Wood were cautious in their conclusions, but both agreed 
that the average standard of living had increased between 1800 and 
1850. But these conclusions, even though their publication preceded the 
books of the Hammonds, made little impact on the interpretation of 
the industrial revolution already popularized by Toynbee. 

As might have been expected, the modern reaction to the Toynbee 
interpretation began in Manchester. In 1920 G. W. Daniels wrote in his 
Early English Cotton Industry: ** 


Frequently, and with much justification, the view is taken of the transition 
period, particularly of the last decade of the eighteenth and the first decades of 
the nineteenth centuries, that it was a time of great distress and of social retrogres- 
sion for a large part of the population, and a considerable stress is laid upon 
the economic movement as a cause. A prieri the idea that an economic movement 
such as we have been considering, which was characterised on the one hand by 
a greater power of production, and on the other by an expanding economic unity 
could, of itself, be a cause of widespread distress and of social retrogression is a 
hard one to accept. However, when the previous position in Lancashire and the 
effects the economic movement was having upon it are taken into account, there 
seems no good reason why it should be accepted for this period. 


And George Unwin, in his delightful study of Samuel Oldknow pub- 
lished in 1924, added his gentle but persuasive protest. “In spite of all 
the noble eloquence and sound prophecy of Carlyle,” he wrote, “those 
who know something of both periods may be permitted to doubt 


14 Clapham, Economic History of Modern Britain, 1, 561. 
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whether the twelfth century was any better than the nineteenth. .. . 
If Carlyle had chanced on the records of Mellor [Oldknow’s factory | 
as well as on Jocelyn’s Chronicle he might have struck a juster balance 
between Past and Present.” ** 

Then came authoritative backing from Cambridge. In 1926 J. H. 
Clapham prefaced the first volume of his massive Economic History of 
Modern Britain with a general attack on legends in history, and a par- 
ticular attack on the legend that the average standard of living was 
declining between 1800 and 1850. “For every class of urban or indus- 
trial worker about which information is available,” he wrote, “except— 
a grave exception—such dying trades as common hand-loom cotton 
weaving, wages had risen markedly during the intervening sixty years 
[since 1790]. For fortunate classes, such as London bricklayers or com- 
positors, they had risen well over 4o per cent, and for urban and indus- 
trial workers in the mass, perhaps about 4o per cent.” ** 

Clapham’s reminder to economic historians (like his equally famous 
reminder to the economists of the “arid formalism” of contemporary 
economic theory),’® together with the authority of his scholarship, cer- 
tainly marked a turning point in modern interpretation of the indus- 
trial revolution. Thereafter the attacks on the Toynbee-Hammond 
thesis were frequent and forceful. In the same year W. H. Hutt pro- 
duced a most damaging attack on the Hammonds’ use of sources, tak- 
ing the particular case of their dependence on the notoriously rigged 
Sadler’s Committee of 1832. Hutt concluded that there had been “a 
general tendency to exaggerate the ‘evils’ which characterised the fac- 
tory system before the abandonment of laissez-faire.” *° And in 1928 
T. E. Gregory argued that a generation of students of English economic 
history had been misled, and that the historian, by becoming “Social 
Philosopher” had made economic history “an instrument of condemna- 
tion of that Past which it is his primary object to understand.” “The 
England of Toynbee and the Hammonds,” he concluded, “is not the 
England of Tooke and Newmarch.” * 

In 1930 Ivy Pinchbeck, with her attention focused particularly on 





17 George Unwin and Others, Samuel Oldknow and the Arkwrights (Manchester: Man- 
chester University Press, 1924), pp. 241-42. 

18 Thid., p. 561. 

19 “Of Empty Economic Boxes,” The Economic Journal, XXXII (1922). 

20 W. H. Hutt, “The Factory System of the Early Nineteenth Century,” Economica, VI 
(1926), 93. Compare with Appendix VIII to Vol. VI of T. Tooke and W. Newmarch, 4 His- 
tory of Prices . . . 1792-1856 (6 vols.; London, 1838-57), which shows the beneficial effects 
of the Factory Acts. 

21 T. E. Gregory, An Introduction to Tooke and Newmarch’s “A History of Prices and of the 
State of the Circulation from 1792 to 1856” (London: King, 1928), pp. 119-20. 





Industrial Revolution in England 235 





women in industry, wrote: “Although the workers did not participate 
to the extent they might have done in the advantages arising from the 
use of machinery, yet even so, for the majority of workers the factory 
meant higher wages, better food and clothing and an improved stand- 
ard of living. This was especially so in the case of women.” * And in 
1931 Mrs. D. George generalized: “In most parts of the world indus- 
trialism has meant an advance in material civilisation, a rise in the 
standards of living, an improved status, and greater political power 
for the humbler classes; it has bettered health, lengthened life, lessened 
laborious toil and brought with it greater leisure.” ** 

If this was intended to describe what happened in England between 
1800 and 1850, it could be argued that the reaction had gone too far. 
Moreover, the effect on the general economic historian was confusion 
rather than enlightenment: thus one economic historian in 1931, after 
quoting the views of both the Hammonds and Clapham, concluded 
that the time was “not yet ripe for dogmatic pronouncements on the 
subject.” ** It was to convince those in doubt and in error, presumably, 
that T. S. Ashton produced his justly famous articles of 1948 and 
1949.”’ As a direct consequence of Ashton’s articles, the “controversy,” 
which had been relatively quiescent, was renewed. Yet it is important to 
notice that the argument since then has been rather one-sided, and to 
describe as a controversy what have really been essays in agreement is 
perhaps misleading.”® Moreover, this agreement has been strengthened 
by a revaluation of the role of the business man in the industrial revolu- 
tion and an attack on the naive idea of exploitation.” Indeed, it might 
have been claimed that Ashton had settled the problem once and for 
all, had not warning recently been given by E. J. Hobsbawm that it 
will still need “vastly stronger evidence than has so far been adduced” 
to discredit the Hammonds’ view.”* 


22 Ivy Pinchbeck, Women Workers and the Industrial Revolution (London: Routledge, 1930), 
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Co.,. 1931), 0.65. 

25 T. S. Ashton, “The Standard of Life of the Workers in England, 1790-1830,” THE 
JourNaL oF Economic History, IX (Fall 1949); ‘Some Statistics of the Industrial Revolution 
in Britain,” Manchester Statistical Society (Jan. 14, 1948). 

26 See F. A. Hayek, Capitalism and the Historians (London: Routledge, 1954), and W. H. 
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Dr. Hobsbawm’s recent assurance that the controversy is not yet 
dead is comforting to those who feel that finality of conclusion is difh- 
cult, if not impossible, in history. But he is quite wrong when he de- 
scribes the controversy as a social phenomenon of the last thirty years, 
claiming that until Clapham attacked it, “the classical view” (that is, 
the Marx-Toynbee-Hammond-Hobsbawm view) was held by “enquir- 
ers and historians of all political views” and that it represented “the 
consensus of informed and intelligent contemporaries, a majority of 
whom, as even critics admit, took the dark view.” * This is nonsense. 
In fact, the controversy about the social costs and economic gains of 
the industrial revolution is as old as the revolution itself, and perhaps 
its most acrimonious phase occurred while the first important changes 
in industry were taking place, before 1850. 

Of the contemporary critics of industrialization none were more 
vocal than the great literary figures of the day, with the important 
exception of Macaulay. The literary opposition to the industrial revolu- 
tion, indeed, continued into the Victorian era: Wordsworth, Shelley, 
Coleridge, Southey, Peacock, Hood, Carlyle, Kingsley, the Brontés, 
Mrs. Gaskell, Dickens, Disraeli, Arnold, and Ruskin were all severe 
critics of “the factory system” and, to a greater or lesser degree, praisers 
of the past. They, even more than Cobbett, were responsible for the 
contrast of past and present and for the particular legend of “the golden 
age” of the eighteenth century. They set up the ideal standard of an 
imagined past and decried everything modern by contrast. In this way, 
for example, Carlyle greatly impressed Arnold Toynbee because he 
gave “the most tender and pathetic picture of the Past, the most un- 
sparing indictment of the Present.” * Although in the late eighteenth 
century furnaces at factories in rural settings were welcomed as ex- 
amples of “the sublime,” the nineteenth century brought with it “an 
age of despair.” ** Burke saw the essential qualities of the sublime in 
the “vastness and power” and the “obscurity” of the engines and forges 
of Coalbrook Dale; Wordsworth saw the factory as a temple 

where is offered up 


to Gain, the master idol of the realm 
Perpetual sacrifice.%* 





The reactions of Wordsworth and other writers of the day were 
partly aesthetic and romantic, partly moral and humanitarian, and 
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30 Toynbee, The Industrial Revolution, p. 193. 
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partly political; they objected to the ugliness and squalor of the urban- 
industrial as compared with the rural-agricultural life; they objected 
also to its motivating spirit and to the “oppression” it brought with it. 
There is no better example of an uncompromising critic of indus- 
trialization than Southey, who declared that “the immediate and home 
effect of the manufacturing system . . . is to produce physical and 
moral evil, in proportion to the wealth which it creates.” ** Or take 
Coleridge, who wrote that “the tillers of the land [are] paid by poor 
rates, and the remainder of the population [are] mechanised into 
engines for the manufactory of new rich men;—yes, the machinery 
of the wealth of the nation [is] made up of the wretchedness, disease, and 
depravity of those who should constitute the strength of the nation.” * 
But such critics wrote with more feeling than science; and more formal 
social analysis and greater documentation was produced by a host of 
less well-known writers like J. Fielden, C. Wing, J. P. Kay, S. Kydd, 
T. Thackrah, and R. Oastler, and the early socialist theorists, J. F. Bray, 
W. Thompson, and F. Engels.** Engels, for example, combined par 
excellence a sentimental regard for the past and a condemnation of 
the present, claiming that before industrialization “the workers vege- 
tated throughout a passably comfortable existence, leading a righteous 
and peaceful life in all piety and probity; and their material position 
was far better than that of their successors.” *° 

But, as with the modern controversy, for every contemporary that 


33 'T. Southey, Sir Thomas More: or Colloquies on the Progress and Prospects of Civiliza- 
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The Moral and Physical Condition of the Working Classes Employed in the Cotton 
Manufacture in Manchester (London, 1832); S. Kydd, The History of the Factory Movement 
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criticized, there was one that praised. Perhaps the most spirited defense 
of industrialization ever writtén was by Macaulay in 1830: ** 





The labouring classes of this island, though they have their grievances and dis- 
tresses, some produced by their own improvidence, some by the errors of their 
rulers, are on the whole better off as to physical comforts than the inhabitants 
of any equally extensive district of the old world. For this very reason, suffering 
is more acutely felt and more loudly bewailed here than elsewhere. . . . We must 
confess ourselves unable to find any satisfactory record of any great nation, past 
or present, in which the working classes have been in a more comfortable situation 
than in England during the last thirty years. . . . The serving man, the artisan, 
and the husbandman, have a more copious and palatable supply of food, better 
clothing, and better furniture. . . . Yet is the country poorer than in 1790? We 
firmly believe that, in spite of all the misgovernment of her rulers, she has been 
almost constantly becoming richer and richer. Now and then there has been 
a stoppage, now and then a short retrogression; but as to the general tendency 
there can be no doubt. A single breaker may recede; but the tide is evidently 
coming in. 


If Macaulay matched Southey and Coleridge in eloquence and feel- 
ing, G. R. Porter and T. Tooke matched Engels with massive research 
and statistics.** Thus Porter concluded in 1847 that “although at certain 
seasons all those who live by daily wages must have suffered priva- 
tions, yet with some exceptions their condition has, in the course of 


the years, much ameliorated.” ** And even some contemporary critics 
of industrialization admitted that, with the exception of the hand-loom 
weavers, wages were “more than amply sufficient to supply all that is 
wanted even for liberal support.” *° 

It was after 1850, however, that increasing support was given to the 
view that the condition of labor had improved and was still improving. 
W. R. Greg’s essay on “England As It Is” in The Edinburgh Review, 
for example, complained of the “disposition to decry the present and 
exalt the past,” and argued for an “undeniable improvement of our 
population as a whole.” ** Samuel Smiles in 1861 wrote that the English 


37 T. B. Macaulay, ‘“Southey’s Colloquies,” Edinburgh Review (January 1930); reprinted 
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artisan was better off than at any former period: “the process has been 
one of solid and steady improvement. . . . The more closely, indeed, 
that the vaunted ‘good old times’ of the labouring classes are investi- 
gated, the more clearly will it appear that they were times of hard work 
and small pay, of dear food and scanty clothing, of defective means of 
education and wretched household accommodation.” “” “The progress 
—that is, the material progress—of the working classes of this country 
during the last half century,” declared J. Ward in 1868, “has, however, 
been remarkable. History furnishes no such parallel, to whatever age 
or country we refer.” ** Such claims were given an enduring docu- 
mented form in 1884—in the same year as Toynbee’s The Industrial 
Revolution appeared—by the publication of Robert Giffen’s presidential 
address of the Statistical Society, The Progress of the Working Class in 
the Last Half Century.“ Giffen, referring to the years 1840 to 1880, 
concluded that improved living standards were reflected in lower mor- 
tality, better education, diminished crime and pauperism, and increased 
savings.*” But while Giffen was writing, the Fabians were preparing 
their first attacks on English institutions and society, attacks that influ- 
enced a generation of historians, and quieted the old controversy until 
Clapham’s dogmatic attack in 1926. 


II 


For every firm judgment about the industrial revolution in England, 
then, there has been an equally firm contrary judgment. Can these 
differences be explained? Have they arisen merely because of the diffi- 
culty of drawing up a neat historical balance sheet of a complex event 
like the industrial revolution, which affected a whole society over half 
a century? Indeed, the bulk and diversity of the evidence have resulted 
in such varied and conflicting studies that any consideration of the in- 
dustrial revolution as a whole has been driven inevitably from simple 
to complex interpretations. 
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Moreover, history is all things to all men; and the selection of evi- 
dence in accordance with some abstract principle, and the abridgement 
of evidence in accordance with an implicit principle of selection, have 
imposed different patterns on the facts and “proved” different inter- 
pretations of what happened. Are the historians, then—because of the 
complexity of the industrial revolution, because of the bulk and diver- 
sity of the evidence, and because of differences in personal bias—talk- 
ing rather of different things, asking and answering different questions, 
not really disagreeing (except on values) but engaging in meaningless 
arguments? Certainly the problem of the sources and integrity in their 
use must be taken into account in considering the historians of the 
industrial revolution; for although there is room enough for objective 
disagreement on the basis of the evidence, the historians have been, too 
often, either believers in progress (for example, Manchester liberals), 
or social critics (for example, Fabian socialists), each with a tendency 
to “abuse” the evidence in favor of particular beliefs. 

This political bias in interpretation has had three main phases: in 
the first and contemporary phase the argument was between Whig and 
Tory, a reflection of the shift in economic and political power that was 
occurring between 1800 and 1850, with Whig praising economic and 
political change and Tory decrying it. In the second phase the conflict 
was between progressives—and by this time both Liberal and Conserva- 
tive viewed the nineteenth century as one of massive and continuous 
progress—and distributionists, especially the Fabians, who condemned 
the organization and ethos of capitalism and who wished to change it. 
In the third and modern phase the Fabian attack has been reinforced 
by the Marxists, who accept the dogma of Engels as expanded by Marx 
and who argue that capitalism both in its evolution and present form 
must be evil, and therefore that whereas the industrial revolution in 
England did harm to the worker, the economic growth of the U.S.S.R. 
has benefited him. 

“Private opinion, and private passions,” Eden wrote in 1797 on the 
subject of The State of the Poor, “will, in spite of us all, too often inter- 
fere, and bias and influence the most honest and intelligent minds, in 
their judgment respecting even matters of fact.” *° But few historians 
heeded his warning. To Macaulay, for example, there could be no 
questioning of the beneficial effect on economic progress of economic 
liberalism. “It is not by the intermeddling of Mr. Southey’s idol, the 
omniscient and omnipotent State,” he wrote, “but by the prudence 

46 F. M. Eden, The State of the Poor (3 vols.; London, 1797), I, ii. 
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and energy of the people, that England has hitherto been carried for- 
ward in civilization; and it is to the same prudence and the same 
energy that we now look with comfort and good hope.” ** To the 
Hammonds, however, economic progress was vitiated by inequitable 
distribution and consequent social division; the industrial revolution 
had produced a social system that “in its extreme form . . . made the 
mass of the people the cannon-fodder of industry” and whose persistence 
showed “what humanity must lose if it makes a god of industrial 
power.” *® So strong were the Hammonds’ feelings, for example, that 
they used Sadler’s 1832 report on factory children as “a classical docu- 
ment . . . one of the main sources of our knowledge of the conditions 
of factory life of the times,” in spite of the fact that it included evidence 
only of Sadler’s supporters and that it was refuted to an important 
extent by subsequent reports of 1833 and 1834.*° When beliefs are 
strong, the historian can be blind to what he does not believe or does 
not want to believe; and although it is difficult to suspect any historian 
of consciously ignoring or suppressing evidence or of falsifying or in- 
venting it, the fact remains that history has long been used as “a weapon 
in party strife” and has been made “to serve every conceivable theory 
or temperamental peculiarity.” © Thus much of the conflict of opinion 
on the industrial revolution arises from bias, from passionately held 
views about values and how they are affected by social change. 

There have always been historians who gloomily regarded social 
change as retrogression, and others who hopefully regarded it as prog- 
ress. The optimists, with their belief in continuous though fluctuating 
progress, have predominated since 1800,” especially in political history, 
where the Whig interpretation was for so long unchallenged.” It is 
indeed curious that a Tory-Radical interpretation of the industrial revo- 
lution—as advanced by contemporaries like Southey and Oastler and 
later by the Hammonds and Webbs—had widest allegiance at the same 
time as the Whig version of political history was most widely ac- 
claimed; and that more recently, when the Whig political interpreta- 
tion has been under increasing attack, the traditional Whig attitude 
towards the industrial revolution has been gaining favor. 
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The original disagreement lay in differing attitudes to the main 
and obvious social effect of industrialization: the breaking up of the 
old social units and social relationships. Whereas some argued that the 
result was harmful, with deleterious effects on morals, health, happi- 
ness, and income, others claimed that industrialism freed men from 
the old bondages of soil and weather, of a constrictive social system, 
and gave them opportunities for a larger and richer way of life. In 
particular, the pessimists argued that industrialization was a threat 
to morals and values. “The great mischief of the present system,” N. 
Scatcherd wrote in 1830, “is that it has completely broken the tie 
. . . between parent and child. . . . The tie of authority thus broken— 
the tie of duty and affection is of small account. The servant is now 
the master—the child now the lodger only.” ™ 

But this process was often seen as emancipation, especially by women, 
for there is little doubt that the industrial revolution commenced the 
social revolution in the status of women. Later in the century Miss 
Foley claimed, for example, that the factory and workshop 





take the girl out of “the home,” cribbed, cabined, and confined as to space, light, 
air, ideas and companionship, mould her in habits of punctuality, obedience, 
promptness, handiness, “gumption,” and sustained attention and effort, spur her 
on to work well, bring out her capacities for comradeship and social action, and 
train her in self-respect, self-reliance and courage.*4 


Guest, the historian of the cotton industry, had argued similarly that 
the factory worker was “sharpened and improved by constant com- 
munication,” and “from being only a few degrees above their cattle in 
the scale of intellect they became Political Citizens.”°° But Parson 
Bull of Yorkshire, attacking what Guest had praised, complained that 
the workers were “more addicted to the study of politics, than of the 
Bible.” °° 

Complicating the issue was the pessimistic argument that indus- 
trialization loosened morals. “Factories,” declared Whitaker, “are the 
hot-beds of early immorality, premature marriage, and unnatural popu- 
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lation.” ** But such accusations were based on “the theoretical deduc- 
tion, that where a large number of both sexes were thrown together, 
immorality must of necessity exist.” °° They linked, moreover, in the 
period before 1850, with the Malthusian fears of overpopulation. In 
any case the evidence both on the religion and morals of the working 
classes was so varied as to be capable of alternative interpretation. 
The Factory Commission Report of 1833 stated: 


In respect of morals, we find that though the statements and depositions of the 
different witnesses that have been examined are to a considerable degree conflict- 
ing, yet there is no evidence to show that vice and immorality are more prevalent 
among the people, considered as a class, than amongst any other portion of the 
community in the same station and with the same limited means of information. 


As with morals, so with religion: Chapman declared in 1840 that 
“the attendance of the weavers at some place of worship is very general. 
Around Leeds the . . . numerous chapels . . . are usually filled.” © 
Guest wrote, indeed, that the weavers “showed as much zeal and 
ardour in favour of the new Religion, as their predecessors had previ- 
ously shown at the Reformation.” ®’ But Parson Bull and others of the 
established church were as much concerned with the type of religion 
as with the Jack of it. Similarly, some of the complaint about the char- 
acter of the workers stemmed from disapproval of their consumption 
of “luxuries’—for example, imported foodstuffs and printed cottons— 
and of the increasing social independence, with higher wages and com- 
binations, of at least the skilled artisans. 

The pessimists recognized, therefore, in what they considered to be 
lack of discipline, immorality, and political and religious radicalism, 
dangerous tendencies that threatened old interests and old values. They 
were right about the threat, but whether the new society was less 
moral than the old is still an open question. Nevertheless, a conviction 
of moral decline has persisted, so that there are many today, like 
Ortega y Gasset, who have claimed that the most important effect of 
the industrial revolution was to leave Europe without a moral code.” 

Obviously there was little chance of agreement about the industrial 
revolution when the interpreters were (and are) separated by such abso- 
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lute convictions about values. Even on the narrower problem of defin- 
ing economic progress—as against the broader problem of comparing 
ways of life—there has been little agreement. G. T. Jones, for example, 
claimed that “the direct measurement of social progress” was impos- 
sible, while Colin Clark declares that “comparisons of economic welfare 
between one community and another, one economic group and another, 
and between one time and another, are the very framework of economic 
science.” * But the problem of comparing “the satisfaction derived from 
a diet that includes bread, potatoes, tea, sugar and meat with that 
derived from a diet consisting mainly of oatmeal, milk, cheese and beer” 
(the problem as seen by T. S. Ashton) “ has not been reduced, and 
probably cannot be, to objective quantitative measurement; so that, as 
in comparing rural with urban living, the answers given have de- 
pended on value-judgments about which disagreement has been certain. 

Yet not all disagreement has arisen in this way. Another important 
source of misunderstanding has been the particular character of the 
parliamentary reports on which the historians of the industrial revolu- 
tion have, of necessity, relied so much. These reports are “a class of 
evidence which suffers from the fact that it is concerned largely with 
calamities and distress.” © While they chronicled the ills of society, 
often in morbid detail, they provided only incidental evidence of prog- 
ress. Too often, therefore, the historian has found evidence only (or 
mainly) of the abnormal, of the worst, of the most dramatic aspects of 
society and the economy. Again, without discounting the strong ele- 
ment of compassion in the motives of those who stress the ills of society, 
the historian has too often been attracted by the sad spectacle of man’s 
inhumanity to man. It is indeed, for most of us, easier, more interest- 
ing, and emotionally more satisfying to worry about man’s wickedness 
and suffering than to contemplate his achievements. Misery, vice, and 
cruelty invariably fascinate, while virtue often bores.*° Moreover, hav- 
ing looked at suffering and evil and, in consequence, having laid the 
blame and sought a remedy, our conscience is eased and our indigna- 
tion allayed. But as Butterfield points out, “it is not clear that moral 
indignation is not a dispersion of one’s energies to the great confusion 
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of one’s judgment.” * For these various reasons the working and living 
conditions of the most depressed industrial and domestic workers were 
examined and documented as of no other group of people, and so 
much was found out about them that the weight of evidence was itself 
a bias when comparisons were made with other groups about whom 
knowledge was more scanty. It led, for example, to the generalization 
that because, in many instances, conditions were very bad, they could 
not have been worse and therefore must once have been better. 

Perhaps the most important source of conflict in interpretation has 
arisen because different historians have been referring to different 
people and different time periods and have been making comparisons 
that are inappropriate and generalizations that are invalid. It is quite 
unrealistic, for example, to talk about the workers as though they were 
a homogenous group. This was pointed out by Place in 1834: 


If the character and conduct of the working-people are to be taken from reviews, 
magazines, pamphlets, newspapers, reports of the two Houses of Parliament and 
the Factory Commissioners, we shall find them all jumbled together as the 
“lower orders,” the most skilled and the most prudent workmen, with the most 
ignorant and most imprudent labourers and paupers, though the difference is 
great indeed, and indeed in many cases will scarce admit of comparison. 


Thus any account of the hand-loorm weavers after 1830 is bound to be 
depressing, and any generalization about their sufferings not neces- 
sarily applicable to the whole of the laboring population.” Nevertheless, 
statements about the poorest workmen and about the worst living and 
working conditions have been used, without proper qualification, as 
though they were generally applicable. The example of the Ham- 
monds’ improper use of the 1832 Sadler report has already been quoted ; 
their description of “The State of the Towns” in The Bleak Age can 
be criticized similarly for its concentration on extremes and for its 
ignoring of the contrary evidence to be found even in the sources they 
used. 
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“The labouring population has . . . been spoken of as if it formed only one class, but it is 
really divided into several, among which the rates of remuneration are far from being uniform; 

. so that, in order to represent with perfect fidelity the state of the labouring population, it 

would be necessary to describe each class separately.” 

69 The writers who thought that the working classes were “progressing” between 1800 and 
1850 nevertheless excepted the hand-loom weavers; thus Porter, McCulloch, and Ure. 

70 The Bleak Age, ch. v. 
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Once differences between groups of workers are admitted, however, 
their significance can be examined; in particular, a comparison can be 
made between the wages and working conditions of the workers in 
the old as against the new industries. Mrs. Gilboy has shown, for 
example, how wage differentials between north and south and be- 
tween town and country provided the stimulus for labor migration ‘nto 
the growing industrial areas of the eighteenth century; ‘ Redford’s 
study of labor migration between 1800 and 1850 showed how the same 
forces operated during the industrial revolution.” Similarly, Miss Pinch- 
beck has argued that the advances made by the factory worker between 
1800 and 1850 can be seen only when the conditions of other workers 
at the same period are also considered: ™ 





Among lacemakers, straw plaiters, glovemakers, frame-work knitters, nailmakers 
and other domestic workers, women and children were still working in over- 
crowded insanitary cottages for long hours each day; few of them, in spite of 
unremitting toil, could even earn a living wage, and they were powerless to resist 
payments in truck, petty exactions and such tyrannies as might be imposed by the 
greed or dishonesty of the middleman. 


Historians have not been careful to make quite clear either the peo- 
ple to whom they were referring or the period of time they were 


considering. There has been little disagreement that in the long run the 
general standard of living rose; few would dispute, for example, that 
the worker was better off in 1900 than he was in 1800. Disagreement, 
when other confusion is eliminated, centers on the date at which the 
standard of living began to rise, and on whether the improvement was 
preceded by a period when working and living conditions actually 
deteriorated. Certainly much of the criticism of the period 1800 to 
1850 is based on assumptions about the eighteenth century, and since 
the perennial themes of “the good old days” and “a golden age in the 
past”—often unexamined premises—seem characteristic of all ages, 
it is important to know whether the eighteenth century provided a 
higher standard of living for the English worker than the nineteenth. 
This is the most relevant comparison; it is of little use to place the 
standard of living in 1800 to 1850 against that of the mid-twentieth 
century. 


TLE. W. Gilboy, Wages in Eighteenth Century England (Cambridge, Mass.: Harvard Uni- 
versity Press, 1934). 

72 A. Redford, Labour Migration in England, 1800-50 (Manchester: Manchester University 
Press, 1926). 

73 Pinchbeck, Women Workers and the Industrial Revolution, p. 308. 
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Any study of the eighteenth century reveals the existence of many 
of the “evils” that have been associated more or less exclusively with 
the industrial revolution. To be sure, careful accounts of eighteenth- 
century wages by F. M. Eden in 1797 and by E. W. Gilboy in 1934 
show that wages had increased during the century. Eden believed that 
“not only the aggregate body of the nation must have advanced to 
wealth and independence, but that portion of the community, which 
consists of those who are emphatically called the labouring classes, 
must have considerably bettered its condition in the course of the . . . 
century.” “* Yet to say, as with the nineteenth century, that conditions 
were improving is not inconsistent with the claim that conditions were 
very bad. Everything we know of the workers of the eighteenth cen- 
tury, especially the urban workers, indicates indeed that conditions were 
very bad. Hogarth’s Gin Lane, for example, depicts living conditions 
similar to those revealed in the reports of the Health of Towns Com- 
mission in the 1840's. The Webbs were at least as shocked by the eight- 
eenth as by the nineteenth century; for their study of local government 
in the eighteenth century they collected evidence which they described 
as “a horrifying mass of sensual and sordid delinquency.” It was a cen- 
tury, they believed, of “private licentiousness” and “public disorder,” 
with too much drinking and gambling and increasing sensuality. The 
London fairs, they wrote, “were orgies of drunkenness, sensual im- 
morality and disorder.” * Colquhoun, describing London at the end of 
the eighteenth century, declared: “Poverty is no where to be found 
cloathed, in so great a degree, with the garb and emblems of extremist 
misery and wretchedness, as in London.” * Given the fact that con- 
temporary observers like Francis Place and subsequent writers like the 
Webbs and Mrs. George believe that conditions began to improve after 
1800,"" it would be hazardous to argue that they deteriorated without 
more detailed investigation of the eighteenth century. The evidence 
indicates at least that conditions then were certainly bad and might 
well have been worse than in the early nineteenth century.” 

74 Eden, The State of the Poor, I, 404. : 

75 Ruth Atkins, “Report on the Webb Local Government Collection in the London School 
of Economics and Political Science” (unpublished, in Miss Atkins’ possession, University of 
Technology, Sydney). 

76 P. Colquhoun, A Treatise on the Police of the Metropolis (London, 1796), p. 33. 

77 See in particular D. George, London Life in the Eighteenth Century, for numerous refer- 
ences to Place; also, Atkins’ ‘‘Report.” It would seem that the Webbs were somewhat incon- 


sistent on this point. 
78 This indicates, perhaps, a latent controversy to stimulate future Hammonds and Claphams. 
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Il] 


The differences in interpretation of the industrial revolution can be 
explained, but can they be resolved? Why, particularly, do historians 
today tend to favor the Macaulay-Clapham rather than the Toynbee- 
Hammond interpretation? The modern approval of the industrial revo- 
lution arises partly from an interest in economic growth and a con- 
sequent understanding of, and sympathy for, a period of dramatic 
and successful growth. The major economic problem of the modern 
world—as it was with the world of the industrial revolution—is to 
increase production faster than population. The industrialization of 
England was the successful solution to this problem, and is therefore 
more admired than criticized. 

Yet approval stems also from a growing conviction, based both on 
a change in values and on more adequate research, that the English 
worker did in fact benefit from the industrial revolution. Three things 
in particular have conduced to this belief: consideration of estimates 
of national income and wealth, of production indexes, of wage and 
price series, of consumption trends, and of social indexes—all of which 
indicate an unambiguous increase in the average standard of life; 
a priori skepticism, on the basis of the modern theory of economic 
development, that economic progress over a long period could make 
the rich richer and the poor poorer; and an increasing awareness of 
the mistakes, confusions, and delusions of the opponents of progress. 

Other factors have reinforced this conviction. There has been, for 
example, a revaluation of the importance (and character) of the 
entrepreneur, coupled with a general loss of appeal of the Fabian- 
Socialist preoccupation with the problems of distribution and their 
championship of the industrial proletariat. Moreover, in an age of many 
and massive inhumanities, the sustained capacity for indignation at 
the spectacle of children in factories and women in mines has been 
lost: facts and fictions that roused the humane passion of the Ham- 
monds tend to leave the modern reader, well disciplined by familiarity 
with concentration camps, comparatively unmoved. 

Nevertheless, the controversy that has now excited historians for a 
century and a half can hardly be over. The present quietness is surely 
not permanent, being the result not only of better research, but also 
of temporary doctrinal unaminity among the historians. If Hobsbawm 
does not return to the attack of the now acceptable Whig interpreta- 
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tion of the industrial revolution, some other historian certainly will, 
either now or in the future. However unambiguous the evidence show- 
ing that there was an increasing standard of life between 1800 and 
1850, other criteria of progress will be used to demonstrate deteriora- 
tion. So long as there are varieties of beliefs about values, the controversy 
will remain alive; and, after all, this is a good thing. History can only 
survive in a society where there are no “approved” values, and where 
all interpretations are subjected to continuous skepticism and investi- 
gation. : 

The conclusion ? It is quite obvious that interpretations of the indus- 
trial revolution in England have not depended entirely on unbiased 
analysis of the evidence; to an important extent they have resulted from 
particular attitudes towards social, economic, and political change. 
Disagreement has stemmed as much from differing opinions as from 
differing facts. The whole controversy, indeed, was brilliantly satirized 
by Thomas Love Peacock in Headlong Hall, written in 1815, when he 
contrasted the views of “Mr. Foster, the perfectabilian; Mr. Escot, the 
deteriorationist; [and] Mr. Jenkinson, the statu-quo-ite”: 


[ Mr. Foster] held forth with great energy on the subject of roads and railways, 
canals and tunnels, manufactures and machinery; “In short,” said he, “every 
thing we look on attests the progress of mankind in all the arts of life, and dem- 
onstrates their gradual advancement towards a state of unlimited perfection.” 
Mr. Escot . . . here took up the thread of the discourse, observing, that the propo- 
sition just advanced seemed to him perfectly contrary to the true state of the 
case: “for,” said he, “those improvements, as you call them, appear to me only 
so many links in the great chain of corruption, which will soon fetter the whole 
human race in irreparable slavery and incurable wretchedness. . . .” “Your opin- 
ions,” said Mr. Jenkinson . . . “seem to differ toto coelo. I have often debated 
the matter in my own mind, pro and con, and have at length arrived at this 
conclusion,—that there is not in the human race a tendency either to moral per- 
fectability or deterioration; but that the quantities of each are so exactly balanced 
by their reciprocal results, that the species, with respect to the sum of good and 
evil, knowledge and ignorance, happiness and misery, remains exactly and per- 
petually in statu quo.” 


R. M. Hartwe tt, Nuffield College, Oxford 





Business Entrepreneurs, Their Major Functions 
and Related Tenets* 


HE author of the earliest general treatise on economics, writing in 

the middle of the eighteenth century, regarded the entrepreneur 
as a key factor in production.’ Later economists have in general had 
the same feeling, though they have not defined the word entrepreneur 
in precisely the same manner. By some the entrepreneur has been con- 
sidered to be primarily a risk or uncertainty bearer,’ by others an 
innovator,” by still others a superintendent or manager.* The list could 
easily be expanded. The tendency for economists to emphasize now 
one and now another aspect of entrepreneurship derives, I believe, from 
several factors: the variations in the volume and nature of economic 
opportunities, the increasing size of the business unit, and the changes 
in the legal forms of business organization. 


I 


My purpose in referring to the long line of economic treatises in 
which the entrepreneur is discussed is not to develop the tortuous his- 
tory of the term but rather to stress the general recognition of the key 
role of the entrepreneur in a business unit. To me this recognition of 
the importance of the entrepreneur suggests that every business firm 
has some person, or group of persons, who can be said to provide 
entrepreneurship. Following this line of thinking, I suggest that the 
entrepreneur be defined as the person, or group of persons, in a firm 
whose function is to determine the kind of business that is to be oper- 
ated. I do not see how any business can be organized or conducted 


* Part of the study resulting in this publication was made under a fellowship granted by The 
Ford Foundation. However, the conclusions, opinions, and other statements herein are those of 
the author and are not necessarily those of The Ford Foundation. 

1 Richard Cantillon, Essai sur la nature du commerce en général (London: Fletcher Gyles, 
1755), pp. 62 ff., or Henry Higgs’s edition of the Essai (London: Macmillan & Co., for the 
Royal Economic Society, 1931), pp. 47 ff. 

2 Ibid. 

3 Jeremy Bentham, Defence of Usury; Shewing the Impolicy of the Present Legal Restraints 
on the Terms of Pecuniary Bargains (London: printed for T. Payne, and Son, 1787), Letter 
XIII, particularly p. 145. 

4 John Stuart Mill, Principles of Political Economy with Some of Their Applications to Social 
Philosophy (London: John W. Parker, 1848), Vol. I, Book II, ch. xv, §1, pp. 478-79. 
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without some thinking about this matter, even though the thinking in 
some going concerns may be to let things remain as they are. More- 
over, I cannot find more key decisions in a business than those which 
establish its nature and from time to time revise it. 

Perhaps this position will become a little clearer by contrasting my 
definition of the entrepreneur with a leading current definition that 
styles him the innovator.” Innovation, unless the term is to be applied to 
insignificant forms of newness, is not a feature of every business firm. 
The leaders of many firms are often merely imitating the ideas that 
they see others employing. Although every firm is not characterized by 
innovation, it does have a nature; it is a particular kind of business, 
and some person, or group of persons, is responsible for making it 
what it is. 

What I mean by the expression the kind of business to be operated 
needs to be elaborated. I should like to begin with some of the ideas 
that entrepreneurs themselves have had about the business units that 
they organized or operated. I shall use three illustrations. 

From the founding of his automobile company Henry Ford appears 
to have been determined to produce a cheap, light, durable, standard- 
ized, simple-to-operate car that would be sold in large numbers to the 
working people of this country.° Thomas Edison set out to invent an 
incandescent electric-lighting system that would be an electrical ana- 
logue of the gas system. He visualized providing urban communities 
with a better and cheaper light through the construction of central 
generating units and distribution networks having meters similar to 
those employed by the gas companies.” Charles Elliott Perkins, an Amer- 
ican railway executive of the latter part of the nineteenth century, con- 
ceived of a railroad as a long highway stretching through the country 
with a monopoly of the rail transportation facilities in its area. In 1879 
he wrote: “The theoretically perfect Railroad system would be long 
and not very wide—but wide eno [sic] to hold to itself a belt of coun- 
try perhaps 50 miles wide—with arms here & there reaching to great 


5 Most current definitions are closely tied in with the ideas of the late Joseph A. Schumpeter. 
See his The Theory of Economic Development, translated from the German by Redvers Opie 
(Cambridge, Mass.: Harvard University Press, 1949), pp. 74 ff. 

6 Allan Nevins (in collaboration with Frank Ernest Hill), Ford: The Times, the Man, the 
Company (New York: Charles Scribner’s Sons [1954]). See particularly pp. 260, 272, 275-77, 
282-83, 324, 327, 328, 332-33, 335, 337, 339, 350. 

THarold C. Passer, The Electrical Manufacturers, 1875-1900: A Study in Competition, 
Entrepreneurship, Technical Change, and Economic Growth (Cambridge, Mass.: Harvard Uni- 
versity Press, 1953), pp. 82, 176-81, 186. 
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centers not within the system.” * Moreover, he felt that the railroad 
“must own its own feeders” ° and “trade with all its connections at the 
end of its Road—but that no company should be asked or expected to 
give business to or furnish facilities for doing business with a road 
striking it in the middle.” ® 

When thinking of the nature of his company, each of these three 
entrepreneurs seems to have thought in terms of the goods or services 
to be produced, the size of operations, and the market for the products. 
Many similar illustrations could be cited, but instead consider the prob- 
lem from another standpoint. How would a reasonably well-informed 
person viewing a company from the outside be likely to describe it? 
How, for example, would one describe the Studebaker Company of 
the latter part of the nineteenth century? I suggest that the answer 
would be: a large carriage and wagon maker, perhaps the largest in 
the world, concentrating on the production of wagons of high quality 
for sale to the more-or-less prosperous farmer.’ For the period begin- 
ning in 1928 the same company would be described as a fairly large pro- 
ducer of automobiles with a full line of cars designed to appeal to all 
income groups in the economy.” 

In these two, not entirely disconnected, ways I am led to the con- 
clusion that the core decisions in the determination of the kind of busi- 
ness to be operated are three in number: the kinds of goods and services 
to be offered, the volume of these goods and services, and the clientele 
to be served. How even the leading entrepreneurs of the present and 
past thought about these three problems is not exactly known, but it is 
almost certain that they did not think with equal clarity on all three. 

Clear vision of the nature of his business seems particularly crucial 
for the innovating entrepreneur. For success, he must have a real feel 
for the place his innovation is to occupy in the economy, and he, or a 
close associate, must have the judgment to decide what technical fea- 
tures are necessary to the innovation so that it can occupy that place. 
These are minimal basic requirements; knowledge capable of sur- 
mounting technical difficulties and adequate financial backing are 


8 Thomas C. Cochran, Railroad Leaders, 1845-1890: The Business Mind in Action (Cam- 
bridge, Mass.: Harvard University Press, 1953), p. 432 (letter of Charles Elliott Perkins to J. M. 
Forbes, June 29, 1879). 

9 Ibid., p. 433 (letter of Charles Elliott Perkins to P. Geddes, Nov. 24, 1879). 

10 [bid., p. 436 (letter of Charles Elliott Perkins to J. M. Forbes, Jan. 29, 1884). 

11 Stephen Longstreet, A Century on Wheels: The Story of Studebaker (New York: Henry 
Holt & Co. [1952]). See particularly pp. 40, 44, 47, 48, 54. 

12 [bid., particularly pp. 90, 91, 94. 
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requirements of a high order, but these, in my opinion, are secondary.” 

Thomas Edison was an innovating entrepreneur, a term to be con- 
trasted with imitative entrepreneur, who had vision and judgment in 
electric lighting but lacked it in another area. When he turned from 
his pioneer work on lighting to electric railways, he envisioned these 
lines as feeders to the steam railroads, particularly on the western 
plains.** He worked on the electrical equipment for such a purpose and 
failed to see the possibilities of the electric trolley displacing the horse 
car. A parallel case in the electrical industry is that of Edward Weston. 
Arc-lighting systems were marketed by Weston for amusement parks, 
such as Coney Island, and for similar small areas; he saw only their 
limited application rather than their possible wide use in street light- 
ing.’° Charles Brush, in contrast, determined to light streets by an arc- 
light system and proceeded to solve the technical problems involved."® 

I do not want to imply in these remarks on the innovating entre- 
preneur that he does, or must, always see the full possibilities of the 
development of his innovation. The contention is merely that the most 
successful innovating entrepreneur is the one who sees the evolving 
requirements of the economy in which he operates and who fashions 
the nature of his business accordingly. From the point of view of the 
economy as a whole, the innovating entrepreneur is a somewhat dis- 
ruptive character, while the average, slow-moving, largely imitative 
entrepreneur provides stability and is responsible for the major portion 
of the total production of the goods and services. 

One criticism that may be leveled at my way of describing the typical 
entrepreneur is this: the pricing of goods has been omitted from his 
major decisions. For some companies perhaps the determination of the 
prices of individual products is as essential an element of the nature 
of the business unit as the three matters I have designated as the core 
of entrepreneurship. But there are so many cases in which so little lee- 
way in pricing is possible that I am not willing to include the pricing 
of individual goods as a cardinal activity of entrepreneurs in general. 
Take, for example, the case of Edison. In his work on a lighting sys- 
tem he took as given the price of the electrical illumination that he 
sought to supply; he believed that the price of a unit of electric light had 
to be that of a comparable amount of the currently used gas light, and 


13 Compare a passage in Passer, Electrical Manufacturers, p. 249. 
14 Jbid., pp. 218-19, 222. 

15 [bid., pp. 31, 33, 66-67. 

16 Ibid., p. 67. 
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he felt that he had to be prepared to lower his price to meet the price 
cuts he expected the gas companies to make as electricity began to sup- 
plant gas as a source of light.’’ Edison’s is not an isolated case. Any 
enterprise introducing a new product that is made to supplant an exist- 
ing product cannot set a price for the new product without regard for 
that of the article to be displaced. The point may be pushed further. 
Every good has a substitute, or substitutes, and thus the pricing of a 
particular good does not, in general, involve a wide range of possible 
choices. For many producers it is crucial to meet, in some sense of the 
word, the prices of competitors and then through cost-cutting, or 
superior advertising, or better service, or the like to achieve the returns 
that are deemed adequate. The pricing of individual products thus 
seems to me to be a secondary rather than a primary consideration in 
entrepreneurship.’® 


II 


Examination of business histories and biographies of businessmen has 
led not only to a definition of the entrepreneur but to the formulation 
of what might be called some tenets of entrepreneurs. I hesitate to call 
them principles of entrepreneurship; perhaps they should be called 
mere hypotheses concerning the basic ideas that govern the behavior 
of entrepeneurs. Moreover, I should stress the point that these tenets— 
if I may so style them—relate only to those three matters that I find to 
be the core decisions in determining the nature of a business enter- 
prise. One further observation should be added: the tenets concerning 
the size of the firm relate to changes in size rather than to optimal size 
at any one point in time. 


Let Well Enough Alone 


An incident in the history of the Erie Steam Shovel Company illus- 
trates an entrepreneurial tenet concerning products; it is, however, 
primarily a tenet of entrepreneurs who have introduced a new, or rela- 
tively new, product and have made very large profits in consequence. 
Such entrepreneurs are inclined to let well enough alone and to be un- 


17 Tbid., pp. 181, 184-85. 

18 Francis A. Walker, Political Economy (New York: Henry Holt & Co., 1883), pp. 244 ff., 
defined the term entrepreneur in much the same way that I do; the major difference is that he 
regarded pricing as one of the chief entreprenurial activities. My definition was formulated inde- 
pendently on the basis of study of company histories and biographies of business leaders. 
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willing to consider either the production of substitute products or the 
modification of their products to meet the competition of substitutes. 

The entrepreneur of the Erie Steam Shovel Company, having done 
extremely well with a line of small earth-moving equipment, was very 
reluctant to modify designs to meet rising competition. When pressed 
by an employee for changes in his products, he is reported to have 
replied: “When Henry Ford changes his Model T we'll change our 
shovel.” '® The reference to Ford raises another case in point. Henry 
Ford, having achieved great success with his Model T car, was very 
reluctant to alter his product, and, as is well known, this reluctance 
was almost disastrous for his firm.” 

Both of these illustrations deal with the unwillingness of a certain 
type of entrepreneur to modify his product with changing conditions; 
Thomas Edison’s career provides an illustration of a most successful 
entrepreneur unwilling to consider the production of a substitute. 
Edison, having developed a direct-current lighting system, flatly refused 
to have his firm have anything to do with alternating current. Ap- 
parently he viewed alternating current as so abnormal as to be impos- 
sible of practical use.7* Moreover, he referred to work on such current 
in the same disparaging terms as those that had been applied to his own 
efforts to build a distribution system for direct current.” At the risk of 
dwelling too long on this point, I offer a parallel illustration. In 1856 
General Henry Du Pont became head of the firm bearing his name.” 
By 1880 he had expanded the business into a great black-powder manu- 
facturing concern that sprawled across the country.”* The Du Pont 
enterprise had been built up through the production of high-grade 
black powder, and the General was opposed to having anything to do 
with the new competing product, dynamite. Lamont Du Pont, a chem- 
ist, engineer, inventor, and something of a dreamer, saw possibilities 
in the new product. He is credited with bringing into the Du Pont 
organization the California Powder Company, which had been manu- 
facturing a brand of dynamite since 1869. It is reported that the dyna- 


19 Harold F. Williamson and Kenneth H. Myers, II, Designed for Digging: The First 75 
Years of Bucyrus-Erie Company (Evanston, IIl.: Northwestern University Press, 1955), p. 185. 

20 Nevins (with Hill), Ford, ch. xxii. See also Allan Nevins and Frank Ernest Hill, Ford: 
Expansion and Challege, 1915-1933 (New York: Charles Scribner’s Sons [1957]), ch. xv—xvii, 
inclusive. 

21 Passer, Electrical Manufacturers, p. 173. 

22 Tbid., p. 175. 

23 William S. Dutton, Du Pont: One Hundred and Forty Years (New York: Charles Scribner's 
Sons, 1942), p. 73. 

24 Ibid., p. 126. 
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mite-hating General swore feelingly when he learned the nature of the 
California company, but, since his firm’s funds were committed, he 
announced in January 1880 that Du Pont was going into the high- 
explosives business.”° 

In each of these four illustrations I believe that it is fair to say that 
an entrepreneur who had made outstanding profits out of one product 
was extremely reluctant either to modify greatly the product through 
which he achieved success or to experiment with a substitute product. 
The let-well-enough-alone idea can easily ruin a company; it has been 
fortunate for many a business that a new entrepreneur has appeared 
before the resistance to change has gone too far. 


Survival 


Even the entrepreneur with an aversion to change would not want 
to push his aversion too far if convinced that his attitude endangered 
the life of his business. That nothing should interfere with the survival 
of the firm is a universal and ever-present tenet, which nevertheless 
is likely to find definite expression only when a firm is in difficulties. 
In 1886 J. A. Bostwick, an executive of Standard Oil, was greatly dis- 
turbed by the declining production of the old petroleum fields, and he 
advocated the company’s entry into the production of crude oil.on a 
large scale to prevent the refineries from becoming short of raw ma- 
terial. In urging this expansion he wrote to Rockefeller: “Now are we 
satisfied to keep our eyes closed, or shall we take the lead in perpetuat- 
ing the business?” *° The critical crude-oil supply situation, as well as 
several other factors, caused Standard Oil to change its policy in 1888 
and to re-enter the business of producing crude oil. 

The desire for the survival of a firm is likely to be particularly ob- 
servable in the actions of an entrepreneur whose name is a part of the 
company name. In 1902, on the fiftieth anniversary of the founding of 
the Studebaker Company, one of the Studebaker brothers most respon- 
sible for the early success of the wagon-automobile firm is reported 
to have said of the firm: “I hope and believe that this institution will 
be run for time immemorial, and be built to still greater proportions.” ** 
His hope for the firm’s immortality is quite understandable; for future 
reference it might be noted that he also hoped for growth. 

25 [bid., pp. 127-31. 

26 Ralph W. Hidy and Muriel E. Hidy, Pioneering in Big Business, 1882-1911: History of 


Standard Oil Company (New Jersey) (New York: Harper & Brothers [1955]), p. 182. 
27 Longstreet, A Century on Wheels, p. 118. 
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To Be Left Behind Is Too Risky 


The entrepreneurial idea that it is too risky to be left behind is gen- 
erally possessed by the imitative but dynamic entrepreneur rather than 
by the innovating entrepreneur; it is certainly not a tenet of the entre- 
preneur who is willing to let well enough alone. 

Passer, in his book on the American electrical manufacturers, has 
contended that Charles A. Coffin, when head of the Thomson-Houston 
Electric Company, decided in 1888 that his firm should enter the new 
electric-railway-equipment field, for the firm was manufacturing for 
the electric lighting industry whose growth possibilities he believed 
to be exhausted. The company, Coffin felt, had to get into the new field 
as one of the leaders and could not afford the time to develop its own 
units for operating traction systems. Accordingly, Thomson-Houston 
bought up the Van Depoele railway equipment business and proceeded 
to develop for use on large-scale electric railways the equipment that 
Van Depoele had been successful with in small-scale operations.” 

A somewhat different twist to the idea that it is too risky to be left 
behind is to be found in the history of the Ball Engine Company. 
Coffin, of the Thomson-Houston Company, was afraid of losing out 
as a competitor in an industry. In contrast, the head of the Ball Engine 
Company in 1913 was afraid of being left behind in the general prog- 
ress of American business.” That company was then producing station- 
ary engines used by manufacturing concerns to produce their own elec- 
tricity. With the growth of central power stations and the abandonment 
of small electric generating plants, the Ball Engine Company was faced 
with a declining market for its products. A chance meeting of the 
worried entrepreneur of this firm with a disgruntled salesman of a 
small steam-shovel manufacturer who was unwilling to adopt that 
salesman’s recommended improvements in shovel design changed the 
future of the Ball Company. The salesman transferred to the Ball Com- 
pany, and that company became a manufacturer of small steam shovels. 

The idea that the risks of being left behind are too great to run 
doubtless has led many other companies either to absorb small con- 
cerns in new fields or to reorient their activities. The present-day re- 
search expenditures of companies may also have such a basis; and 
the same may be true of the recent tendency of corporations to add 

28 Passer, Electrical Manufacturers, p. 250. 


29 For information on this company, see Williamson and Myers, Designed for Digging, pp. 
173-89. 
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many kinds of relatively unrelated enterprises with growth possibilities 
in order to maintain or better their positions in the economy. 


The Necessity for Growth 


In the United States, particularly perhaps since the Civil War, there 
has been the feeling among numerous entrepreneurs that the growth 
of one’s enterprise is essential. Andrew Carnegie, for example, wrote: 
“It may be accepted as an axiom that a manufacturing concern in a 
growing country like ours begins to decay when it stops expanding.” ® 
There seems to me to be some element of truth in the belief that growth 
—growth in the sense of expanding plant and sales—is necessary to 
prevent stagnation and decline, but I believe that the demand for 
growth has prevented thinking about the broadest source of vitality. 
“Newness” is the factor I have in mind; new products, new clients, new 
production methods, or the like—without growth—can keep a concern 
vigorous. Growth seems to me to be just one form of newness. It is the 
easiest form of newness to understand and strive for. It is no wonder 
that the entrepreneur has set up growth, rather than the larger con- 
cept, newness, as his device for avoiding stagnation and decline. 


Possibility of Procuring too Large a Portion of a Market 


Growth gives rise to many problems and has called forth a number 
of tenets. The entrepreneurs of some of our large companies, for ex- 
ample, appear to be convinced that, as their firms increase in size, they 
must be careful not to acquire more than a certain maximum percent- 
age of a particular market. Their thinking on this point is doubtless 
strongly influenced by fear of prosecution under our antitrust laws. 
And an outsider may venture another fear, namely, that of provoking 
ruinous price wars. There is currently, I believe, the feeling in our oil 
industry that a regional price war could easily be touched off if one 
of the major companies should begin a vigorous campaign to increase 
the number of its filling stations by any process other than the absorp- 
tion of the existing stations of a local independent. Moreover, it has 
been suggested that a large firm will be content with substantially less 


30 Andrew Carnegie, Autobiography of Andrew Carnegie (Boston and New York: Houghton 
Mifflin Co., 1920), p. 226. 





Business Entrepreneurs 259 





than roo per cent of a market in order to assure itself of sufficiently 
vigorous competition to force it to maximum efficiency.” I am quite 
skeptical of that particular suggestion. 

Among the entrepreneurs of companies of smaller size there likewise 
often appears to be the feeling that they would be wise to stay within a 
certain percentage of a market. An old but good illustration can be 
drawn from the history of a competitor of Standard Oil. T. B. West- 
gate in testifying before the Industrial Commission in 1899 stated that 
in nine cases out of ten Standard Oil did not attempt to undersell him 
as long as he remained content with about 1o per cent of the trade in a 
town, but it was different if he tried to get one third or one half of the 
volume.” Here fear of being driven out of business by a large concern 
forced the small one to adopt a restrictive policy. Another factor in 
small companies leading to a self-imposed market limit could be regard 
for consumer goodwill. For example, a department store might well 
adopt a policy of not trying to get 100 per cent of the business of its 
area because of the feeling that the buying public would greatly prefer 
to have the opportunity to shop around and would resent an action 
that would destroy that opportunity. 

The point may be somewhat dubious for the smaller companies, but 
I do not believe that is the case for many of the large American busi- 
ness units. In the period 1931 through 1953—except for the years 1942 
through 1946, which were affected by World War II—General Motors 
sold on the average 43.4 per cent of the passenger automobiles made in 
this country, and the average deviation from that percentage was only 
2.3 percentage points.** The phenomenon may be, of course, merely the 
undesigned result of competition, but the stability of the percentages 
and the readiness of the company to grow through product diversifica- 
tion suggest at least some doubts within the entrepreneurial group about 
the desirability of pushing for a position closer to a monopoly of the 
automobile market. The Du Pont Corporation provides another illus- 
tration in point. In 1949 its president is reported to have stated that 
his firm was not the largest concern in eight of its various fields of 
production: viscose rayon, acetate rayon, plastics, nitrogen products, 


31 Peter F. Drucker, Concept of the Corporation (New York: The John Day Co. [1946]), 
pp. 220-21. Here it is contended that General Motors in the twenties adopted this policy for the 
reason indicated. 

32 Hidy and Hidy, Pioneering in Big Business, p. 297. 

33 The figures were computed from data in Moody’s Manual of Investments, Industrials Vol- 
ume for 1942, p. 2856 and ibid., Industrials Volume for 1954, pp. 2580 and a2. 
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photographic film, chlorine products, insecticides, and paints. Instead 
of striving to be the largest producer of these articles, he contended 
the firm had sought to diversify.** 

This tenet concerning market restriction does not necessarily place 
a limit upon growth. It can, however, profoundly affect its nature. 
Entrepreneurs who are fearful of procuring too large a portion of any 
one market and who at the same time are anxious to have their firms 
grow will simply turn to additional products that may appeal to their 
existing clients or to an entirely new class of customers. 





Number of Products and Product Interrelationships 


Entrepreneurial ideas concerning the number and interrelationships 
of products that should be dealt in or made seem somewhat time-bound. 
The treatment of these ideas must thus be more historical than the com- 
ments on the other tenets. In general, entrepreneurs have deemed it 
desirable to abandon specialization and to move toward more and more 
extensive forms of diversification. The modern department store is a 
composite of many units that functioned separately in the not-too-dis- 
tant past. The grocery store, the fruit stand, the butcher shop, and the 
bakery of yesterday have been combined into the supermarket of today. 
The pharmacy, the candy shop, the cigar stand, and portions of the 
notions store of the past now appear as the drugstore. The same trend 
toward multiplication of products has taken place in the manufacturing 
field, where, I believe, definite periods of change can be marked off.®” 

In the era of industrial expansion that followed the Civil War manu- 
facturing concerns—at least many of those that sought national stature 
—appear to have concentrated on a single function or product, or at 
most on a few products. Procter & Gamble concentrated on Ivory 
Soap; *° Standard Oil, after a period in which it produced and refined 
oil, divested itself of its production facilities and expanded as a refiner 
of kerosene; *’ Studebaker produced wagons for farmers and some of 


34 From a mimeographed copy of Greenewalt’s speech to the National Press Club, Sept. 29, 
1949, P- 4. 

35 For a fuller development of the ideas sketched in this section, see my paper presented to the 
Economic History Society, Cambridge, England, Apr. 1957, entitled “A Century of Entrepreneur- 
ship in the United States, with Emphasis upon Large Manufacturing Concerns c. 1850-1957,” 
Explorations in Entrepreneurial History, Vol. X, No. 2 (Dec. 1957). 

36 See Ivory, 75, a pamphlet published by the Procter & Gamble Company in June 1954 
to celebrate the first 75 years of Ivory Soap’s history. 

37 Hidy and Hidy, Pioneering in Big Business, pp. 37-38. This action was taken in 1878; 
the policy was reversed in 1888 (ibid., p. 182). 
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those making the trek westward; ** Quaker Oats manufactured oat- 
meal.*® On and on the list could run. 

As some of the more or less single-product concerns attained national 
stature several developments occurred. Outcries against monopoly 
arose in the country; entrepreneurs operating large units recognized 
the necessity for assuring themselves supplies of raw materials; and 
they saw other positive opportunities in vertical integration. Large 
manufacturing concerns became multiproduct firms in the sense that 
they also produced the intermediate goods necessary to manufacture 
their final product or products. Andrew Carnegie was one of the first 
in this country to achieve outstanding success through this type of prod- 
uct multiplication.“ Other steel companies followed suit. Here a fol- 
low-the-leader movement progressed rapidly; the outlook for fierce 
competition among a small number of highly integrated companies 
seemed almost certain; to forestall this, the biggest merger of the day 
took place in the form of the United States Steel Corporation. Vertical 
combination, or integration, however, was not confined to the steel in- 
dustry; it became a veritable mania among entrepreneurs. The dreams 
around 1920 of those who headed General Motors and the Great At- 
lantic & Pacific Tea Company provide extremes in this type of entre- 
preneurial thinking concerning the number of products to be manufac- 
tured and sold.** It was thought that the A. & P., for example, might 
raise its own cattle, the milk from which would supply its stores with 
cheese, butter, and condensed and evaporated milk; might produce its 
own wheat and flour; might have its own olive trees in Spain and Italy, 
orchards in California, pineapple plantations in Hawaii, and chicken 
farms in Ohio; might grow tea in India and Ceylon; catch salmon in 
the Columbia River for canning in its own plants; pack meat produced 
on its own farms and ranches; and the like. 

With the prevalence of such grandiose dreams the financial commu- 
nity and often the entrepreneurs themselves became skeptical of far- 
reaching integration with a widely diversified collection of industrial 
products, each with its special technical problems of production. Entre- 
preneurs decided, or were forced, to pursue less avidly this form of 
product multiplication. 


38 Longstreet, A Century on Wheels, particularly pp. 13, 29-30, 40, 44, 47, 48, 54. 

39 Harrison John Thornton, The History of the Quaker Oats Company (Chicago: The Uni- 
versity of Chicago Press [1933]), particularly pp. 69, 90-92, 152. 

40 Carnegie, Autobiography, pp. 220 ff. 

41 For General Motors, see The Annalist, XVI (Aug. 2, 1920), p. 132; for the A. & P., see 
Arthur Stone Dewing, The Financial Policy of Corporations (New York: The Ronald Press Com- 
pany, 1926), rev. ed., pp. 696-97, note q. 
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While vertical combination was being pressed in some fields, entre- 
preneurs in other areas were trying out a different idea concerning 
product diversification. The Du Pont Company, for example, around 
1902 decided to become a general chemical manufacturing concern 
instead of the powder and explosives maker it had previously been; it 
decided on a product-diversification course in which its numerous end 
products would be technologically linked.*” Know-how in one field 
would be useful in developing another. The opportunity for the Du Pont 
Company to carry out this idea on a really large scale came in the post- 
World War I period.** About that time many concerns faced with idle 
plant facilities adopted the same form of product diversification.“* 

The idea of product diversification has recently been pressed much 
further. Insistence upon a technological or a marketing link is now by 
no means as strong. A fairly typical extreme case is that of National 
Airlines, Inc. This firm was organized in 1934 as a common carrier in 
the air transportation field and has so operated until very recently, 
when a television station was acquired.** It is impossible, I believe, to 
construct any technological, marketing, or other such connection to 
justify this sort of diversification. Today many concerns are reaching 
out in several nonconnected directions; the best that can be said of 
their moves is that through such diversification they may pick up 
activities that will turn out to have great growth potentials. Diversifica- 
tion for growth is thus the latest fad. 

To some extent the changes in entrepreneurs’ ideas about the number 
of products to be made or handled have been fashioned by economic 
opportunities and necessities and by the laws of the country (particu- 
larly those relating to monopoly). Technological and marketing know- 
hows have also been factors. But there certainly seems to have been 
something of the follow-the-leader impulse in this development too; 
there have been fashions in entrepreneurs’ ideas about the numbers and 
kinds of products that a firm in a given field could properly be con- 
cerned with. At the risk of oversimplification, the course of entre- 





42 Dutton, Du Pont, pp. 185, 261. 

43 See below the subsection entitled “Absorption of Going Concerns for Rapid Growth.” 

44 For example, see Harold F. Williamson, Winchester: The Gun That Won the West (Wash- 
ington, D.C.: Combat Forces Press [1952]), first ed., pp. 253 ff. 

45 Investor's Reader, Jan. 22, 1958, pp. 21 ff. The history of The General Tire & Rubber Com- 
pany provides a quite similar illustration; in December 1942 that company, with interests indi- 
cated by its title, purchased The Yankee Network, a radio chain broadcasting through stations 
in the New England states. (See Moody's Manual of Investments, Industrials Volume for 1943, 
p. 1143.) General Tire’s Annual Report for 1942 gives the impression that a major factor in the 
purchase of the radio chain was “the ever-growing demand for radio time.” 
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preneurial thinking on this point among American manufacturers (par- 
ticularly manufacturers guiding large concerns) may be summarized as 
follows: emphasis was placed upon the single product and the attain- 
ment of a national market for it from the Civil War to about 1900; 
vertical integration was regarded as a desideratum—if feasible, or even 
conceivable—from roughly 1885 to 1920; diversification of end products 
with technological and marketing links was adopted as a policy by some 
companies in the early years of the twentieth century and was widely 
accepted as the proper product-policy beginning with the post-World 
War I years; in very recent years diversification for growth, without 
much consideration of the links previously viewed as essential, has 
rapidly been gaining acceptance. These have been the dominant ideas, 
with overlapping periods of ascendancy; of course, they were not the 
only ideas. 


Most Profitable Fields for Expansion 


When the Du Pont Company undertook to carry out the product- 
diversification plan conceived in 1902, one of the basic policies guiding 
the expansion seems to have been this: the industrial fields to be entered 
should be those considered to be still relatively new or those considered 
to be old fields having definite prospects of improvement.*® Such a pol- 
icy has not always been used in expansion and diversification moves; 
in fact, it is a policy that only today is being clearly and widely recog- 
nized as a policy. 

This particular conception of the proper direction of expansion was, 
for example, clearly not a part of the diversification plans adopted by 
the Winchester Repeating Arms Company when it tried to meet the 
problem of utilizing a large amount of idle plant in the post-World 
War I period. The Winchester firm, which had long produced guns and 
ammunition, decided to add to these products either manufactures that 
presumably called for the use of the technology known to the firm or 
those that could be sold through much the same outlets that in peace- 
time handled guns and ammunition.” In short, the entrepreneurial 
group in the firm decided to add products that were linked technologi- 
cally or marketwise to their old lines. Accordingly, they used their 
plants (and some newly acquired facilities) to produce cutlery, ice 
skates, roller skates, hammers, saws and other hardware, equipment for 

46 Dutton, Du Pont, p. 279. 


47 For a full discussion of this Winchester episode, see Williamson, Winchester, ch. xxi- 
XXViii, inclusive. 
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fishermen, baseball bats, football equipment, paints and paint brushes, 
electric irons, lawn mowers, batteries, and other items. To market this 
collection of goods they tried to establish a chain of independent sport- 
ing-goods and hardware stores whose owners would hold stock in the 
Winchester Company. Despite the marketing scheme, which was new 
but not original, the whole plan was almost a complete failure, except 
for the manufacture of batteries, which involved a product that could 
be developed. The other products were old ones and had to be offered 
in keen competition with well-known brands sold through established 
jobbers. The plan, in essence, merely called for taking business from 
other companies, not for creating new business. 

The contrast between Du Pont’s and Winchester’s policies is strik- 
ing. Technological and marketing considerations certainly played some 
part in Du Pont’s selection of new products. But these considerations 
were seemingly the sole factors in the Winchester product diversifica- 
tion and, it might be added, in many similar company plans of that 
period. The important additional idea in Du Pont’s moves was that the 
added products should either be relatively new or be old ones capable 
of substantial improvement. As indicated in the previous discussion of 
a tenet, the most recent diversification plans of companies appear to 
stress new or developable products almost to the complete disregard of 
technological or marketing links. What will happen to such diversifica- 
tion moves remains to be seen. 


Absorption of Going Concerns for Rapid Expansion 


The Thomson-Houston absorption of the Van Depoele electric-trac- 
tion-equipment company, previously cited, may be used to illustrate an- 
other tenet, particularly if one more fact about the merger is added. 
Charles Van Depoele not only sold his business to Thomson-Houston 
but joined the engineering staff of the purchaser and became an 
important member of the team that developed successful large-scale 
electric-traction equipment.** 

The tenet here is this: when expansion is to be rapid, and particu- 
larly when the expansion is to be into new lines, entrepreneurs prefer 
that growth take place through the absorption of going concerns. 
This puts the expanding firm quickly into new areas, and it brings 
into the company in the easiest possible way the necessary additional 
managerial know-how. 


48 Passer, Electrical Manufacturers, pp. 233-34. 
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The history of the Du Pont Company likewise illustrates this tenet. 
By 1903 the firm had decided not to remain a producer of explosives 
alone but to become a chemical manufacturer ready to venture 
wherever its logical chemical interests might lead; a Development 
Department was setup to carry out the idea.” The real possibilities 
for effecting the plan came during, and particularly immediately 
after, World War I. In 1915 the Arlington Company, manufacturer 
of plastics, lacquers, and enamels, was acquired.” The next year a 
maker of rubber-coated fabrics was added, and in 1917 a paint manu- 
facturer and six other companies producing various finishes. Between 
1925 and 1933 at least nine important companies, each in a different 
field, were purchased. Concurrently with this expansion through 
the absorption of going concerns, eight new, large, manufacturing 
projects were begun within the company. Du Pont in 1902 was valued 
at about $15 million;** by 1934, for the successor corporation, net 
worth had reached more than $400 million.” Dutton’s history of 
Du Pont frequently stresses the gain in manpower resulting from 
the acquisition of going concerns.” 


Alternate Periods of Growth and Assimilation 


When growth occurs there seems to be a fairly widespread notion 
among entrepeneurs that a period of rapid growth must be followed 
by a period of consolidation of gains, a period of digestion or assimila- 
tion. A recent comment by the president of Harsco Corporation is 
in point. This corporation, which was evolved in early 1956 out of 
the Harrisburg Steel Company and its subsidiaries, bought up three 
companies in 1957. Late in that year the head of the expanded firm is 
reported to have said: “We don’t want to take on any more firms 
this year because we have so much to do and we should have time to 
digest the three we already have. [But] some time next year we might 
look around.” * 

To predict whether or not empirical investigations of the property 
accounts of firms would reveal intermittent periods of growth and 
assimilation is difficult. The trouble here is that, for certain types and 


49 Dutton, Du Pont, p. 185; see also p. 261. 

50 For a description of this period of expansion, see ibid., pp. 275-78. 
51 Tbid., p. 175. 

52 Moody's Manual of Investments, Industrials Volume for 1935, p. 1687. 
53 See, for example, Dutton, Du Pont, pp. 186-89. 

54 Investor's Reader, Nov. 13, 1957, p. 24, but see also pp. 21 ff. 
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rapidities of growth, assimilation can keep pace with the problems of 
expansion. The maintenance of a course of uninterrupted growth is 
likely to be most difficult for the small or medium-sized firm because 
for such firms each increase in size is likely to be large in relation 
to the size before expansion. An outstanding case in which assimila- 
tion in a large company could not keep pace with growth is provided 
by the history of the British soap manufacturer, Lever Brothers. 
Numerous expansions of this company in diverse directions without 
breathing periods of assimilation brought the company almost to the 
stage of bankruptcy. At the dictation of a British bank to which 
Lever Brothers was indebted, Lord Leverhulme (William Lever) in 
February 1921 had to surrender to D’Arcy Cooper the control of the 
policies of his business.” 





Procurement and Maintenance of Balance 


Some ill-defined ideas concerning the desirability of balance within 
a business unit seem to be held by entrepreneurs. In the first place, 
the feeling exists that there is an appropriate relation among a firm’s 
various components. For example, the selling organization must be 
neither too large nor too small for the production department—or the 
other way around. Such an attitude toward balance is indicated in a 
recent report of an interview with Howard Morgens, President of 
Procter & Gamble, who is reported to have said concerning that 
company: “All is in balance—research, manufacturing and market- 
ing. We plan to move ahead in every field.” ** Notice that this 
statement implies an intention to preserve balance as the size of the 
company increases. 

Another idea concerning balance and growth may also exist. 
Entrepreneurs probably believe that if one factor gets out of balance 
with another there should be an “evening up” of the factors so that 
the “too-small” factor is brought into line with the “too-large” factor. It 
is not clear, however, that the “evening up” process is generally applied 
when more than two factors are involved. If, for example, there are 
five elements in balance in an organization and one factor becomes 
enlarged, it is not at all certain that entrepeneurs generally -would 


55 See Charles Wilson, The History of Unilever: A Study in Economic Growth and Social 
Change (London: Cassell & Co. [1954]), I, 258; Part IV of Vol. I of Wilson's study describes 
the crisis in Lever Brothers brought on largely by extensive diversification moves. 

56 Investor's Reader, Jan. 8, 1958, p. 19. 
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feel that the four “too-small” factors must be inflated to meet the 
one “too-large” factor. To the extent that the process of “evening up” 
is deemed desirable and is followed this tenet concerning balance is a 
definite cause of growth. Recent events in the General Dynamics 
Corporation reveal the balancing idea as a factor promoting growth. 
For this concern, which has been heavily involved in government 
projects of a military nature, a decision to move toward a position in 
which military and commercial earnings approximate each other 
was an important factor in the absorption of the Liquid Carbonic 
Corporation in the fall of 1957.°’ Here an effort to construct a balance 
is one of the causes of growth, and balance is not just a condition to 
be watched and maintained as growth, originating for other reasons, 
proceeds. 

The problem of trying to maintain balance in a company that in- 
cludes units engaged in a number of successive stages in the manufac- 
ture of a group of products is particularly difficult. Standard Oil 
entrepreneurs were frequently plagued with this problem. For 
one reason or another crude-oil production got out of balance with 
refining capacity; the marketing organization was either too small 
or too large for the output of the refineries. The attempts to restore 
balance in this firm usually resulted in the building up of the deficient 
factor, so that growth took place partly in consequence of the belief 
that an efficient business organization should be a balanced one. 


Customer Classification Desirable 


A great many entrepreneurs fashion their products, advertising, 
and selling facilities with the definite intention of appealing to a 
particular group of prospective customers. The entrepreneur planning 
to open a dress shop must decide whether he wants to sell expensive 
or inexpensive clothes. Upon that decision will depend the location of 
his shop, its appointments, its sales personnel, and the like. If, in con- 
trast, an entrepreneur decides to cater to several rather distinct groups, 
some ways must generally be found to differentiate the products in 
order to make the necessary varied appeals. The automobile manu- 
facturer desiring to produce for many income groups builds several 
different lines and markets them through separate agencies. 

Henry Ford provides a case of a manufacturer who some years 

57 Ibid., Dec. 25, 1957, pp. 22-23. 


58 For several references to this problem in Standard Oil, see Hidy and Hidy, Pioneering in 
Big Business, pp. 188, 298-99, 301, 383, 384. 
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ago recognized the desirability of selecting a particular group for 
which to make a product. In order to get at the market provided by 
the thrifty American workman he not only manufactured a cheap, 
dependable car, but he saw to it—at least in the early years of the 
business—that the car was sold in such a way as to please his selected 
prospects. The character of the buildings occupied by branch man- 
agers and dealers was supervised.” The offices could be located only 
on modest side streets and had to be furnished in keeping with the 
democratic character of the car. Accessories could not be offered 
in the salesrooms, for this would tend to increase the price of the 
car; and a large stock of parts had to be carried by each dealer.’ The 
farmers and mechanics of modest income who wanted to tinker 
with their cars and keep them in good shape were the chief prospects 
for Fords; the company was designed to satisfy that particular de- 
mand. 





Cost-Cutting, A Veritable Touchstone 


Cost-cutting is often regarded as the device by which an initial 
goal—say, the introduction of a new product—can be achieved or a 
device by which poor decisions concerning a product, or the size of 


the firm, or its markets can be corrected. 

After Thomas Edison had become convinced that an incandescent 
lighting system for homes and offices was possible, the problem for 
him then became that of cutting the costs of electrical production and 
distribution to the point at which electric light could be supplied at a 
price approximately equal to that of the currently used gas light.” 
As he turned his thoughts to the electric-traction field—which, it 
will be recalled, he envisioned as consisting of the feeder lines to the 
steam railroads—he defined success as the achievement by the electric 
traction of a cost per ton-mile that was less than that of the steam 
railroad.” 

Ford believed that the costs of manufacturing his car could be cut 
greatly by one device or another and that he could thereby bring its 
price down to the point at which the industrious American work- 
man could buy it. His Model C in 1904 sold for $800, but by 1914, 

59 Nevins (with Hill), Ford, p. 344. 

60 Ibid., p. 345. 

61 Jbid., pp. 403, 509. 


62 Passer, Electrical Manufacturers, p. 177. 
83 [bid., p. 219. 
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through cost-cutting combined with expanded sales, he brought his 
price down below his goal of $500." 

For the first Du Pont gunpowder manufactory projected in 1800 
all fixed costs and wages were estimated at figures above. their actual 
market values and the selling price of the finished powder at less 
than the market. Through improved manufacturing processes that 
would cut the normal costs of powder making, Irénée Du Pont calcu- 
lated that, despite the assumption of liberal wage rates and a lower- 
than-market selling price, he could derive an annual net income of 
$10,000 on a capital investment of $36,000." 

A Baltimore manufacturer a year or so ago contended that he had 
fixed the price of a new product by weighing it and multiplying the 
resultant figure by a certain number of cents per pound, which 
figure was determined by the prices of the metals going into his 
product and the proportions in which those metals were to be used. 
When asked whether such a price would give him a profit, he 
replied that his cost accountants and sales force assured him that it 
would, but if it did not, his engineers would jolly well have to find 
ways of cutting costs that would bring about a profit.” 

These illustrations exhibit an almost blind faith in the ability of 
cost-cutting to create a profitable situation. American business ex- 
perience rather clearly encourages such faith. 


A Theory of Comfortable Profits 


Despite numerous and often dramatic cuts in costs, I am sure that 
a very large number of producers and distributors today believe that 
many profitable additional downward revisions of costs are perfectly 
feasible. This raises the interesting question: If cost-cuts are feasible 
and would be profitable, why are they not effected? Perhaps the 
answer is that a great many businessmen are satisfied with comfortable 
profits rather than maximum profits. The introduction of a cost-cutting 
technique involves change, change for both management and em- 
ployees. The major repercussions of change doubtless fall on the 
worker, who, even if his wages are maintained, is called upon to learn 
new techniques. There is no wonder that some employees have an 


64 For a few references to Ford prices, see Nevins (with Hill), Ford, pp. 260, 337-38, 459, 
511; many parts of that book are devoted to the efforts to cut costs. 

65 Dutton, Du Pont, pp. 29-30. 

66 From a seminar at The Johns Hopkins University. 
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aversion to change designed to cut costs, and as this aversion is well 
known to management, it is understandable that cost-cutting is not 
pushed as far as it might be. This brings us to a theory of comfortable 
profits, which is not exactly comfortable for economists. The existence 
of the dynamic bull-in-the-china-shop entrepreneur, who disturbs a 
comfortable profit situation by introducing numerous efficiencies or 
new products and services, perhaps saves the economist from having 
to convert his theory of profit maximization into a theory of com- 
fortable profits. 


Ill 


Study of histories of business firms and biographies of businessmen 
has led to this attempt to draw the general from the particular. The re- 
sult is a sort of silhouette of an entrepreneur. The one who starts a busi- 
ness must settle its original nature; in fits and starts, the entrepreneur 
reshapes the kind of business being operated. The chief determinants 
of the nature of the business are the products to be made and sold, 
the size of the firm, and its clientele. When trying to deal with prob- 
lems related to these determinants, entrepreneurs have developed a 
number of tenets. Not all of the tenets that have been cited are 
possessed by all entrepreneurs. The old entrepreneur, highly success- 
ful through the exploitation of a particular product, may be much 
affected by the idea that he should let well enough alone; the dynamic 
entrepreneur—perhaps younger—is unlikely to have any such idea in 
his make-up. But at any one time there do appear to be tenets that 
are widely held. These relate to the riskiness of being left behind, 
the necessity for growth, the desirability of limiting the firm’s ac- 
tivities in any one market, the number of products to be handled and 
their interrelationships, and such matters. Much remains to be done to 
develop and explore the patterns of entrepreneurial behavior, but 
perhaps a claim can be staked out for some contribution to this 
task. 

G. Heperton Evans, Jr., The Johns Hopkins University 





Note 


STARR ON SLAVERY 


Chester G. Starr’s recent article in the JournaL (March 1958), “An 
Overdose of Slavery,” does a fine job of showing that people other than 
slaves worked in antiquity, but it leaves hanging the crucial question re- 
garding the place of slavery in the economy of the ancient world. Moreover, 
Starr enters a strong plea against comparing ancient and modern slavery. 
These two aspects of his paper I think merit some further comment. 

In several places Starr denies that slavery was “basic” (p. 21) to the 
economy or “that ancient societies rested upon slaveholding” (p. 22). 
Though at no point does he define what “basic” means, it appears from 
his use of the term that one of his two measures of whether slavery was 
basic is to ask if slaves made up a majority of the labor force. If con- 
stituting a majority of the labor force is a test of the importance of slavery, 
then slavery was only of minor economic significance in the antebellum 
South. For it is a fact that all and more that Starr says about the minority 
position of slavery as a labor system in antiquity was true of the ante- 
bellum South. In 1860 slaves made up less than a third of the population of 
the region; fewer than a quarier of the Southern families owned a single 
slave, let alone a gang of them. At one point (p. 22) Starr says that only 
wealthy men owned fifty or more slaves in fifth-century Athens, implying 
that this indicates the minor significance of slavery. In the antebellum 
South less than 3 per cent of the slaveholders, something like six tenths of 
1 per cent of all Southern families, owned fifty or more slaves. In the face 
of such figures would Starr conclude that slavery was unimportant in the 
economy of the antebellum South? I do not think so, for he knows that 
it was slavery that provided much of the labor and surplus for the 
expansion of the Southern economy in the antebellum period. 

Starr cautions historians against being too much influenced by the 
American experience with slavery, but has he perhaps succumbed to the 
malady himself? I have no way of knowing, but I suspect that in the back 
of his mind is a picture of a slave society in which the slaves do most of 
the work, for this definition is the second measure he implicitly uses in 
weighing the importance of slavery in antiquity. In at least three places 
(pp. 23, 29, 31), in order to show the small importance of slavery, he 
emphasizes the fact that the free population of the ancient world worked 
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hard. Yet as Owsley and others have shown, most people—slave or no— 
in the antebellum South worked hard.’ 

This conception of the true slave society as one in which the slaves 
do all the work apparently goes back to J. E. Cairnes, the nineteenth- 
century Irish economist. In his book, The Slave Power, published in 1862 
as a defense of the northern cause in the Civil War, Cairnes depicted the 
South as a slave society in which the vast majority of the free people— 
some five million, he said—did not work.? The degree of error in this 
description of Southern society is matched only by the influence it has 
apparently exerted upon historians of slavery. Verlinden, for example, 
calls Cairnes a virtual “témoin oculaire,’ and suggests that echoes of his 
views are even to be found in Eduard Meyer’s “Die Sklaverei im Alter- 
tum.” *® More recent historians, such as Heitland, Barrow, Zimmern, Sargent, 
and Yeo, all refer to Cairnes’ book for definitions or descriptions of a slave 
society, Zimmern even going so far as to contend, on the basis of Cairnes’ 
criteria, that ancient Athens was not a slave society.* 

If we assume that the antebellum South was a society in which slavery 
was of central importance to the economy, as I think we must, then does it 
not follow that the two criteria which Starr uses to measure the importance 
of slavery in antiquity are invalid? Certainly we want to know the number 
of slaves in an economy, but to make a majority of the labor force the cut- 
off point is not only arbitrary, but it obscures the actual economic significance 
of slavery. Starr is not alone in his position, it should be said. A. H. M. 
Jones, for example, concluded his survey of the number of slaves in fifth- 
century Athens with the remark that if all the slaves were emancipated only 
the few wealthy and well-to-do slaveholders would be seriously affected, “but 
the great majority of Athenians who owned no slaves . . . would have been 
unaffected.” ° Apparently what Jones—and presumably Starr—mean is that 


1 Frank L. Owsley, Plain Folk of the Old South (Baton Rouge: Louisiana State University 
Press, 1949) makes it quite clear that the nonslaveholders of the antebellum South worked hard. 
See also L. C. Gray, History of Agriculture in the Southern United States to 1860 (Washing- 
ton: Carnegie Institution, 1933), I, ch. xxi. 

2J. E. Cairnes, The Slave Power: Its Character, Career, and Probable Designs (New York: 
Carleton, 1862), p. 54. 

3 Owsley, Plain Folk, p. 4, sketches the influence of Cairnes’ book on historians of American 
slavery; Charles Verlinden, L’Esclavage dans L’Europe medievale (Bruges: De Tempel, 1955), I, 
43- 
4W. E. Heitland, Agricola (Cambridge, Mass.: Harvard University Press, 1921), p. 156; 
R. H. Barrow, Slavery in the Roman Empire (London: Methuen, 1928), p. 230; Alfred E. 
Zimmern, The Greek Commonwealth (Oxford: Oxford University Press, 1911), p. 380n; 
Rachel L. Sargent, The Size of the Slave Population at Athens During the Fifth and Fourth 
Centuries Before Christ (Urbana, Ill.: University of Illinois, 1924), p. 39; Cedric A. Yeo, “The 
Economics of Roman and American Slavery,” Finanzarchiv, n.f. XIII (1951-52), 463-4, 466, 
470; Zimmern, quoted in Sargent, Slave Population, pp. 39-40. 

5 A. H. M. Jones, “The Economic Basis of the Athenian Democracy,” Past and Present, I 
(Feb. 1952), 25. Victor Ehrenberg, The People of Aristophanes (Oxford: Oxford University 
Press, 1943), p. 141, also denies that the “economic life at Athens was ... based on slave- 
labour,” but his criterion also seems to be whether slaves constituted a majority of the work- 
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emancipation would not directly affect the poor. But was slave labor not a 
source of investment, was it not manpower, was it not a means of capital 
accumulation, would not the removal of such a source affect the whole 
society and its progress? To ask the questions is to suggest the answers. Cer- 
tainly we know from the history of the antebellum South that the destruc- 
tion of two billion dollars of slave property and the loss of slave labor because 
of emancipation seriously affected the lives of the majority of the Southern 
people who owned no slaves. So long as all admit—as Starr does for Athens, 
and by implication for Rome—that slaves constituted between 25 and 33 per 
cent of the population at least, the really significant question about the place 
of slavery in antiquity is not “Did slaves do most of the work?” but “What 
role did they play in the economic process?” 

Yet this fundamental economic question is strangely ignored in Starr’s 
paper. “From the logical point of view,” he writes, one doesn’t have to dis- 
cuss the role of slavery in ancient industry because “the ancient world rested 
economically on agriculture” (p. 22). It may not be logically necessary to 
analyze the place of slavery in ancient industry, but is it not necessary for 
economic historical analysis? As Polanyi and Rostovtzeff have pointed out, 
the transformation of the primitive economy of early ancient times into a 
Mediterranean market economy in the fifth and fourth centuries B.c. is bound 
up with the expansion of industry, trade, and commercial agriculture.® If 
slavery was important in these developments, then it was important for the 
general economic growth of the ancient world. Nor can it be successfully 
contended that Starr is not discussing the role of slavery in economic growth, 
for he says that “in the progress of ancient economic life” (p. 23) slavery was 
of no special importance. 

Measured other than solely on a numerical scale, however, slavery has been 
widely recognized as important in the development of ancient industry. Starr 
himself in writing about agricultural slavery in the late Roman Republic 
notes, but only in passing, that “while most of the slaves went into agricul- 
ture, undoubtedly the slave markets funnelled many into the rapidly growing 
industry and commerce of the Italian cities . . .” (p. 27). Does it not seem 
reasonable that slavery was here important, if not crucial, in accounting for 





ing population. The kind of imprecision that can result from the use of such a criterion is 
apparent when he says, pp. 136-7: slavery “was necessary and needed everywhere, but rather 
as supplementary and not as part of the foundations of economic life.” “Foundation” is here 
apparently taken to mean “necessary for sustaining life’—a definition that would make all forms 
of production other than subsistence agriculture in any kind of society, including our own, 
merely “supplementary..’ However, see William Linn Westermann, ‘“‘Athenaeus and the Slaves 
of Athens,” Athenian Studies Presented to William Scott Ferguson (Cambridge, Mass.: Har- 
vard University Press, 1940), p. 470, where the same general conclusion is drawn but with the 
recognition that it applies only if a numerical test of importance is used. 

8 See especially ch. v of Karl Polanyi et al., eds., Trade and Market in the Early Empires 
(Glencoe, Ill.: Free Press, 1957) for a provocative interpretation of the coming of the market 
to the ancient world. M. Rostovtzeff, Social and Economic History of the Roman Empire 
(Oxford: Clarendon Press, 1926), pp. 482-84 also rejects the view that antiquity was a primi- 
tive or household economy. 
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the expansion of industry, one of the distinguishing elements in the growth 
of the ancient economy? Westermann, for example, agrees with Gummerus 
that slave labor was of great importance in the expansion of ancient com- 
merce and industry.’ Rostovtzeff writes, concerning the Hellenistic period: 
“In the Greek cities slaves were an important factor in all departments of 
economic life.” * Individual examples also suggest that slave labor may have 
often made the difference between success and failure for an entrepreneur.’ 
And even Eduard Meyer, whom Starr recommends as “sound” on the inter- 
pretation of ancient slavery (p. 17n.), attributes the expansion of the ancient 
economy and its essential modernity to slavery.’ 

In the field of agriculture Max Weber and Cedric Yeo have noted that 
slaves under the Roman Republic and early Empire were concentrated in 
olive groves and vineyards and not in cereal cultivation, since olives and wine 
were the main agricultural exports. There is an obvious analogy here to con- 
centration of slaves in the American South in the production of export crops, 
such as cotton, tobacco, and sugar, as Yeo has pointed out." Starr, it is true, 
alludes to this similarity between the two slave systems, but once again he 
misses the point that concentration in surplus producing crops or goods is of 
vital, not peripheral, importance to an economy, regardless of the fact that 
“nowhere, not even in the late Roman Republic, does evidence show that 
slaves did all the work” (p. 31). Neither did they in the American South, 
but from the standpoint of economic dynamics is that saying very much? 

Contrary to Starr, I would advocate closer comparative analysis of Southern 
and ancient slavery rather than less, if only because the more numerous data 





7 William Linn Westermann, The Slave Systems of Greek and Roman Antiquity (Philadelphia: 
American Philosophical Society, 1955), p. 90; Herman Gummerus, “Industrie und Handel,” 
in Paulys-Wissowa Real-Encyclopadie der Classischen Altertumswissenschaft, p. 1535. It should 
be observed that his attribution of great importance to slavery for the rise of industry does not 
depend upon slaves making up a majority of the labor force, for all through the article the large 
number of free workers in industry is acknowledged. 

5M. Rostovtzeff, Social and Economic History of the Hellenistic World (Oxford: Clarendon 
Press, 1941), p. 1260. Earlier, p. 1258, he writes: “Modern scholars, recoiling from the grossly 
exaggerated and untenable Marxian doctrine regarding the role of slavery in ancient times, 
are inclined to minimize the numbers of slaves and the part played by them in pre-Hellenistic 
Greek economy. It must be emphasized, however, that antiquity was unanimous in believing 
that slaves were numerous in the ancient city-states of Greece” though the actual figures set 
down at the time were probably exaggerations. 

® Barrow, Roman Slavery, p. 97, for example, admits slavery did not create the Jatifundia, 
but it did provide the labor “which made them possible.” Tenney Frank, ed., An Economic 
Survey of Ancient Rome (Baltimore: The Johns Hopkins Press, 1940), V, 208, gives a concrete 
example of how the availability of slave labor made it possible for the Roman building indus- 
try, after Nero's fire, to shift from travertine to brick. Jones, “Economic Basis,” pp. 21-22, 
offers examples of Athenian family fortunes and businesses developed from the use of slave 
labor. 

10Eduard Meyer, Kleine Schriften (Halle: Max Niemeyer, 1924), I, 187-88, 196-98. 

11 Yeo, “Roman and American Slavery,” pp. 467-70. Barrow, Roman Slavery, p. 231, points 
to grazing as the Roman equivalent of the staple crops produced by slaves in the American 
South. 
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for the former can help us formulate hypotheses for further exploration of 
the latter. For example, Starr emphasizes the intimate associations between 
slave and free workers, implying that this somehow indicates slavery’s slight 
importance. As a distinguishing mark of ancient slavery, however, this fact 
ceases to impress when it is recognized that even in a racially-based slave 
system like that of the South close association at work between master and 
slave was commonplace.” Historians of ancient slavery put much weight on 
the peace of the Empire as an explanation for the apparent decline in slavery 
in the second and third centuries, on the assumption that the supply of slaves 
from war captives necessarily fell off.’* Yet it is well known that American 
slavery flourished as never before after the international slave trade was 
prohibited by rearing Negroes on the plantations. Though it is equally well 
known that agricultural writers of the late Republic and early Roman Em- 
pire, like Varro and Columella, advocated slave breeding, historians of 
ancient slavery are at best divided as to its importance. Michell, Boak, Zim- 
mern, Sargent, and Westermann take a dim view of breeding as a source 
of supply, Boak even saying, in the face of the contrary American experience: 
“Normally, a slave population tends to die out, and Roman slaves were no 
exception to this rule.” 24 Tenney Frank, Heitland, Barrow, and Yeo, how- 
P y 

ever, see slave breeding as both an important source of supply and a source 
of profits.!® 

Certainly the evidence for systematic breeding is not easy to come by for 
the antebellum South; *® one would expect it to be most elusive for ancient 
times. But some evidence is available in addition to that given by the writers 
cited above. In Hellenistic times, for example, Westermann concludes, there 
were sufficient house-born slaves “to suggest that bearing of children by slave 
women continued to be encouraged by slave-owners in Greece.” ™* Interest 

12 Gray, Southern Agriculture, 1, 486; U. B. Phillips, Life and Labor in the Old South 
(Boston: Little, Brown and Co., 1929), pp. 352-53; Frank L. and Harriet Owsley, “The Eco- 
nomic Basis of Society in the Late Ante-Bellum South,” Journal of Southern History, V1 (Feb. 
1940), 44. 

13 Barrow, Roman Slavery, pp. 3-4; Heitland, Agricola, p. 450; Verlinden, L’Esclavage 
medievale, 1, 46-47. 

14H. Michell, The Economics of Ancient Greece (Cambridge, England: Cambridge Uni- 
versity Press, 1940), p. 152; A. E. R. Boak, Manpower Shortage and the Fall of the Roman 
Empire in the West (Ann Arbor, Mich.: University of Michigan Press, 1955), p. 17; Zimmern, 
Greek Commonwealth, p. 383; Sargent, Slave Population, pp. 122-23; Westermann, Slave Sys- 
tems, p. 120. 

15 Tenney Frank, Aspects of Social Behavior in Ancient Rome (Cambridge, Mass.: Har- 
vard University Press, 1932), p. 41; Frank, ed., Economic Survey, 1, 234; V, 24n, 181; Tenney 
Frank, “Race Mixture in the Roman Empire,” American Historical Review, XX1 (July 1916), 
699-700; Heitland, Agricola, pp. 169, 257, 260; Barrow, Roman Slavery, pp. 50, 213; Yeo, 
“Roman and American Slavery,” pp. 459-60. 

16 A. H. Conrad and J. R. Meyer, “The Economics of Slavery in the Ante-Bellum South,” 
Journal of Political Economy, LXVI (Apr. 1958), 110-15, present convincing statistical evi- 
dence of deliberate efforts to raise slaves. See also Frederic Bancroft, Slave-Trading in the Old 
South (Baltimore: J. H. Furst, 1931), ch. iv for documentary evidence. 

17 Westermann, Slave Systems, p. 86. 
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in breeding slaves is also suggested by the fact that at least one Roman legal 
authority in the first Christian century held concealed barrenness in a female 
slave a cause for voiding a sale and the law generally viewed concealment of 
castration a vitium of a sale.’* It is probably true, as some historians have con- 
tended, that in ancient times when the slave was often an urban rather than a 
rural dweller, breeding of slaves was rendered less likely on account of the 
higher cost of raising a slave in the city instead of on a farm or plantation. 
But the common practice of stealing exposed infants for raising as slaves, even 
in Egypt where slavery was weakly established, suggests that is not the whole 
explanation.’”® On the other hand, the ease and prevalence of manumission 
in antiquity, as compared with the antebellum South must have made out- 
side recruitment much more necessary for the ancients.” Caribbean and 
South American Negro slavery, however, was much like the ancient form 
in that manumission was easy and widely practiced.”* In short, the whole 
matter needs further exploration and careful comparative analysis. 

The question of the profitableness of ancient slavery, which Starr briefly 
raises, suggests another comparison with the American experience. It is now 
well recognized that the high prices for slaves in the 1850’s rather than being 
a brake on the further employment of slaves, as U. B. Phillips supposed, 
actually measured the great demand for such labor and therefore constituted 
a sign of its profitableness.” Might not this approach be tried with ancient 
slavery? Price series for slaves in antiquity are wanting, it is true, but what 
evidence there is suggests that prices continued to be good, even in the third 
century of the Christian era, according to Westermann **—a fact which 
should give pause to those historians who assume slavery is intrinsically in- 
efficient and unprofitable.” 

Admittedly, as Starr points out, analogies between ancient and American 
slavery are strewn with pitfalls, if only because slaves in the United States, 
unlike those in ancient times, were sharply differentiated from free men by 
race and culture. Nevertheless, as we have seen, even within this limitation, 





18 W. W. Buckland, The Roman Law of Slavery (Cambridge: Cambridge University Press, 
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22 Conrad and Meyer, “The Economics of Slavery,” pp. 115-19; Gray, Southern Agriculture, 
I, 476-77. See also Kenneth Stampp, The Peculiar Institution (New York: Alfred A. Kropf, 
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which really has more social than economic consequences, comparisons can 
be validly drawn. At least three others suggest themselves. It is now acknowl- 
edged that slaves were as profitably employed in industry and in skilled crafts 
in the antebellum South *° as they were in ancient industry. Moreover, both 
systems hired out slaves on a large scale *°—an important practice for realiz- 
ing income from an otherwise idle slave. And finally, under both systems the 
peculium was a device whereby the slave could and did purchase his own 
freedom,’ though the practice was much less common in the antebellum 
South than in antiquity.?* In brief, so long as one is careful to notice the 
differences when they do exist, the comparison of slave institutions rather 
than being the confusing practice Starr makes it out to be should actually 
prove to be a tool for the erecting of further research hypotheses and for 
facilitating analysis. 

Cart N. Decier, Vassar College 


25 Joseph C. Robert, The Tobacco Kingdom (Durham, N. C.: Duke University Press, 1938), 
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Japan’s Economic Recovery. By G. C. Allen. (Issued under the auspices of the 
Royal Institute of International Affairs.) London, New York, and Toronto: 
Oxford University Press, 1958. Pp. xi, 215. $4.75. 


G. C. Allen here provides a supplement to his Short Economic History of 
Modern Japan which appeared in 1946. After a brief review and general state- 
ment he treats the monetary and banking systems, agriculture, and industrial 
reconstruction, with particular attention to textiles, engineering industries, iron, 
and steel. The book concludes with surveys of the zaibatsu, labor relations, and 
foreign trade. The language is concise and lucid, and the book is full of common 
sense. 

Allen’s division of the postwar developments into stages (inflation and confu- 
sion, financial stabilization of 1949-1950, Korean War boom and renewed infla- 
tion, anti-inflation measures and the export recovery of 1953-1954, and the growth 
of 1955-1957) and his summaries of changes in the pattern of production will 
come as no surprise, since he has based his studies on the sources used by a num- 
ber of other writers. But he provides a convenient summary, as well as judgments 
that give the book much of its special interest. 

Allen considers the land reform “perhaps the most remarkable and enduring 
achievement of the Occupation,” but he also points to impressive identities with 
agriculture before the war. Minute holdings, failure of output per man-year to 
advance, and a higher rural population continue to depress wages in small-scale 
secondary and tertiary industries. The Occupation’s program of industrial decon- 
centration, on the other hand, had a much more limited success. Although family 
leadership, or even influence, has been sharply curtailed among the zaibatsu, the 
old management groups, exercising their influence through the commercial banks, 
have regained much control. But Allen shares little of the Occupation’s horror of 
the great firms, and finds them “neither so peculiar nor so sinister as is sometimes 
made out” (p. 127). Their revival was favored by some of the same circumstances 
that brought their original rise. “The shape of Japan’s pre-war financial structure 
was determined by her policy of accelerating industrial growth in an economy 
where capital was very scarce. These conditions were present in an exaggerated 
degree after the war, and the justification of the former structure seems to be 
at least as firmly established as in earlier times” (p. 46). 

The changes in labor relations give every indication of permanence. Even here, 
however, the existence of “enterprise unions” which concentrate on benefits for the 
“permanent labor force” weakens the effect of the reforms. Again, Allen finds 
the “enterprise unions” logical and even, at times, beneficial in view of the vary- 
ing conditions under which production takes place in many Japanese industries. 
In view of these judgments, it will not be surprising that Allen’s verdict on the 
Occupation’s “reverse course” from reform to reconstruction is far more favorable 
than that given by most Japanese scholars. He finds it fortunate that SCAP was 
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compelled to make the change, for this “made it possible for the Japanese the 
more easily to adapt the institutional innovations to the needs of their economy. 
Far from being a betrayal of liberal and democratic principles, this was in fact 
a condition of their survival” (p. 146). 

Allen’s treatment of foreign trade is remarkably brief, especially when contrasted 
to Jerome Cohen’s recent Japan’s Postwar Economy. It is also fresh. Instead of 
concentrating on the dangers that surround a Japan that has failed to recapture 
its prewar share of world trade, Allen sees many signs of flexibility and adapta- 
bility in the new situation. The ratio between Japan’s trade and her national 
income, he notes, is actually one of the lowest in the world. Wherever possible, 
industrial production has shifted to areas in which the ratio of imported raw- 
material costs to labor and capital costs is relatively low. Cotton and wool are 
giving way to synthetics, and food imports have not increased proportionately 
to the population growth. Thus, his conclusion is one of guarded optimism and 
admiration. Japan, he feels, “owes her recent success to good management as well 
as to good luck,” and future growth may be expected provided that new sources 
of motivation develop to replace the skepticism and cynicism of the postwar years. 

Marius B. Jansen, University of Washington 





Great Basin Kingdom: An Economic History of the Latter-Day Saints 1830-1900. 
By Leonard J. Arrington. Cambridge, Mass.: Harvard University Press, 1958. 


Pp. xix, 534. $9.00. 


Among recent books that provide a balanced, modern account of the history of 
Mormon institutions, economic theory and practice, and social customs, Leonard 
Arrington’s Great Basin Kingdom stands at the top for its penetrating insight, 
the extent of the research on which it rests, the wide canvass on which the work 
is projected, and the soundness of judgment and clarity of its writing. The author, 
a trained economist, not only has a mastery of the techniques of his own field 
and those of the historian but shows himself at home in theology, sociology, and 
anthropology. 

In the new world of the Interior Basin, where they were free from Gentile 
interference for a time, the Mormons, under their commanding leader, Brigham 
Young, set about the establishment of a church-dominated society. At Kirtland, 
Independence, and Nauvoo they had earlier experimented with church leadership 
in banking, industry, cooperative enterprises, and the consecration of property to 
the church. From these experiences they had gained the discipline and the eco- 
nomic and religious leadership that fitted them for the rugged task of constructing 
a commonwealth in the desert. From their earliest days the Mormons, says Arring- 
ton, “came near to being the most avowedly materialist” of all the Christian sects. 
Yet they combined the secular with the sacred with extraordinary success. Thor- 
oughly pragmatic in their planning and practical in their concentration upon the 
task of creating homes, farms, and factories, they began almost from the outset 
the construction of their great temple. The struggle for survival in the new 
Canaan without the help of outside capital, such as that from which other fron- 
tier communities benefited, was no easy one. When the going was at its worst a 
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number of “unhallowed windfalls,” such as the trek of the gold seekers through 
the mountains in 1849, brought in much-needed funds. 

The Federal land system was not applied to Utah until 1869. In the interim, as 
Arrington shows, the Mormons improvised policies of resource development that 
were far better adapted to the intermountain country than the system in opera- 
tion elsewhere in the Far West. Among these policies were the assignment of 
small tracts of five and ten acres of irrigable land and larger amounts of hay and 
grazing land to families and the reservation of water and forest ownership for 
the best possible use. Speculation and land and water monopoly were thus avoided. 

Arrington gives meticulous attention to such topics as “the gathering” of con- 
verts from eastern American and northern Europe and the assignment of such 
tasks as the construction of public buildings, the digging of irrigation ditches, the 
mining of coal, the building of roads, the establishment of new and remote com- 
munities, and, of course, missionary work. Thus the reader sees unfolding the 
growth of a flourishing and rapidly developing economy that became considerably 
diversified, overcame numerous harsh obstacles, and managed with a minimum of 
specie and paper currency. Anxious to make themselves self-sufficient and to dis- 
courage Gentiles from moving into Utah and playing any part in its economic 
development, the Mormons took contracts for building portions of the Union 
and Central Pacific railroads and financed and constructed other lines. Their great 
Zion’s Cooperative Mercantile Institution and local co-operatives became major 
capitalistic enterprises retaining in Mormon hands much of the wholesale and 
retail business of the territory. 

The Mormon experiment in Utah was the outstanding illustration of a planned 
economy. Not that errors were not made. There were many useless or unpro- 
ductive expenditures that were costly in labor and materials. The greatest error 
was the practice of polygamy, which drew upon the Mormons the scorn of the 
Gentile world and ultimately led to restrictive and punitive measures that finally 
brought the church leaders to abandon it. Here, as elsewhere, Arrington gets to 
the roots of the issue in declaring that the coercive power of the Federal Govern- 
ment was used “to secure the abolition of Utah’s potent theocratic and cooperative 
social and economic institutions which were interfering with the spread of private 
capitalism throughout the West. The campaign against Mormonism was part and 
parcel of the rising national campaign for private property, the free market, com- 
petition, and unrestrained enterprise.” 

This thoughtful, sympathetic, but not uncritical, study of the Great Basin King- 
dom, with its attractive and useful end papers, its maps and illustrations, its sug- 
gestive footnotes (at the end of the book), and its lively treatment, is a major 
contribution to American History. 

Paut W. Gates, Cornell University 


West of the Great Divide: Norwegian Migration to the Pacific Coast, 1847-1893. 
By Kenneth O. Bjork. Northfield, Minn.: Norwegian-American Historical As- 
sociation, 1958. Pp. vii, 671. Illustrations and maps. $7.50. 


Kenneth Bjork’s history of the Norwegian and Norwegian-American migration 
to, and settlement of, the region from the upper Mississippi Valley to the Pacific 
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Coast is marked by a scholarship that is humane and imaginative. His creation 
from newspapers, letters, interviews, and institutional documents of one of the 
great stories of American settlement has clearly been guided by an affection and 
insight free from sentimentality. This we would expect from his earlier Saga in 
Steel and Concrete. And the reader will learn more not only of the migration 
of a particular people, of the settlement and growth in complexity of vast regions, 
of specific romantic, tragic, or inspiring episodes but also of personally observed 
routes, rivers, passes, ports, cities, and remote settlements. He will also, at the end, 
have light thrown upon the process of “development” in this country, and perhaps 
therefore have more mature questions to ask himself as to the contemporary and 
evolving development taking place throughout the world today. 

The scope and content of Bjork’s study is integrated with earlier studies pub- 
lished by the Association, such as those by Qualey and Blegen, and by younger 
scholars, such as William Mulder. Bjork is less concerned with the analysis of 
the conditions in the old country, and hardly at all with the movements to the 
eastern and middle-western United States, except in the general interpretation 
of their significance as “interplay of European heritage and American environ- 
ment” resulting in “a synthesis that underlies much of American history.” He 
picks up his story with “one tiny phase,” as he modestly terms it, “of the latter- 
day volkerwandering . . . to that part of the North American Continent that 
lies west of the Great Divide,” from California to Alaska, including the Rocky 
Mountain area, the Great Basin, and the Inland Empire. He begins with Gold 
Rush days in California and the Mormon settlement of Utah (“From Babylon 
to Zion”). He notes the migration from older Norwegian settlements in the 
Middle West of those who found frustrations there comparable, in part, to those 
that had started them or their parents from Norway. He notes the tendency of 
the Norwegians settling in California and Utah to disperse to found new com- 
munities, some mining but chiefly agricultural, and later in the forests of the 
Pacific Northwest. By the decade 1890-1900 the coming of the railroads had 
changed the conditions of settlement and the economy of the Pacific Northwest, 
and legislation relating to land and other natural resources as well as business 
opportunities created conditions more favorable to those coming from the older- 
settled Norwegian-American families of the Middle West than to their country- 
men in Norway. Bjork keeps in mind the economic conditions in the East as well 
as those in the Far West, and the interrelations of technology, agriculture, and 
industry throughout, in his interpretation of the successive movements into Ore- 
gon, Washington, British Columbia, and Alaska. (His maps locate Norwegian 
settlement here, as well as in California and Utah earlier). 

Throughout this account there are descriptions of individuals and groups, of 
particular episodes, and of the founding of institutions. But so important are the 
ideas and institutions of both a transplanted and an evolving culture, notably the 
churches, the press, and educational and related associations, that he devotes 
his final chapters to them—“Planting a New Church,” “Life in the Pacific North- 
west,” and “Pattern of Settlement.” Here the interrelations with other Scan- 
dinavian people mark a special factor in the story of immigrant life; while the 
characteristic tensions within the older churches and the rise of new doctrines 
and leaders and the resentment of the churches of the old country at these tenden- 
cies parallel the religious life on the frontier throughout our history. The hardness 
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and tragedy and sadnesses balance the creation of new communities and careers, 
the contributions of skills and creative expression, and the rise of new resources 
and opportunities. All this Bjork has conveyed from his long explorations in 
the records which both the piety of the Norwegian-Americans and the loyalties 
of the settlers of the new regions, now grown into great commonwealths, have 
preserved, or which he has sought out. Throughout his book there is the tang 
of the personal or family or community story, the Emersonian touch of “the meal 
in the firkin; the milk in the pan; the ballad in the street; the news of the boat 
. . the highest spiritual cause lurking, as it always does lurk, in these suburbs 
and extremities of nature; and the shop, the plough, and the ledger... .” 
Emerson weuld have liked this book. And we, in our day, can learn from it how 
rich and complex is the process of “development” and nation building in our own 
country, more than the physical inputs and outputs and gross national or regional 
products. With great price purchased we this freedom, and this truth is quietly 
conveyed in Bjork’s work of scholarship and humane wisdom. May it teach us 

that technical assistance must be more than technical. 
Joun M. Gaus, Harvard University 


D’Etingy et l'administration de Vintendance d’Auch, 1751-1767. By Maurice 
Bordes. 2 vols.; Auch: Frédéric Cocharaux, 1957. Pp. 1034. Fr. 4,000. 


Complementing the recent studies of Fréville on Brittany and Livet on Alsace, 
the thesis of Maurice Bordes for the doctorat-és-lettres adds considerably to our 
knowledge of royal administration in the ancien régime. Although M. Bordes 
limits his study to the administration of Antoine Mégret d’Etigny, Intendant of 
Auch from 1751 to 1767, his thousand-page work describes every detail of local 
administration in Gascony and Béarn in the mid-eighteenth century. In his first 
volume M. Bordes treats the basic functions of the intendant, including justice, 
police, relations with the local estates and communities, and, finally, fiscal and 
military powers. In the second volume the author describes the economic and 
social work of the intendant regarding road construction, agriculture, industry, 
trade, bread shortages, charity, education, and the embellishment of urban cen- 
ters. 

M. Bordes’s work is based on extensive documentary material in both the Na- 
tional Archives at Paris and the Departmental Archives at Auch (Gers). The 
voluminous administrative reports found in series C of the Departmental Archives 
of Gers, including the copious correspondence of Etigny himself, serve as a solid 
foundation for this study. One only wishes that the author had uncovered more 
contemporary commentary on Etigny. Such material would have provided a more 
complete picture of the man. Furthermore, some of the minute detail of local 
government might have been better treated in summary. 

M. Bordes concludes that Etigny was neither friend of the parlements nor an 
“intendant philosophe.” This places the Intendant of Auch a bit too precisely 
between the extremes. The bulk of the evidence presented in the thesis would 
associate Etigny more closely with Bertrand de Moleville in Brittany than with 
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the enlightened Turgot in Limousin. Although his “zeal” as an ambitious admin- 
istrator is incontestable, Etigny’s “attachment to hierarchies” and to his own recent 
nobility was much stronger than any enthusiasm for the reforming despotism 
propounded by the Marquis d’Argenson. To be sure, the Intendant defended on 
occasion the communal rights of the small property owner and opposed the 
political pretentions of the Duc de Gramont, the Archbishop of Auch, and the 
Parlement of Béarn. But the weight of evidence indicates that the Intendant’s 
policies fortified a hierarchical society evolving toward more, not less, influence 
for the local nobility. Etigny defended the prerogatives of the local seigneurs, in- 
cluding the revival of old dues (p. 164), and indemnified any noble whose land 
was used for road construction even at local community expense (p. 570). More- 
over he pressed for the opening of commercial partnerships and certain retail 
trades to the nobility (p. 128) and frequently secured alleviation of the country 
gentlemen’s fiscal obligations (pp. 617, 803). Etigny’s respect for the exclusive- 
ness of the noble class is revealed in his view that “cet ordre ne doit pas s’ouvrir 
a des parvenus dont la valeur et les mérites ne sont pas ala mesure des prétentions” 
(p. 135). At the same time he opposed peasant education (p. 915) and supported 
strict enforcement of existing mercantilist regulations (p. 696). Finally, Etigny 
attempted to halt the creation of new offices and to limit the number of notaries 
in his intendance (pp. 151-52). 

It would seem, therefore, that the Intendant not only defended the interests of 
the local nobility, but also frustrated those of other social groups. This assessment 
of the evidence, touching the role of the royal intendant in the réaction nobiliairie, 
M. Bordes does not make. To me his technique of placing short summaries at the 
end of each chapter does not remove the desirability of a bolder effort at inter- 
pretation. In short, M. Bordes’s study is less of a “thesis” than an encyclopedia 
of facts. In this latter form, however, it remains an important contribution to our 
understanding of the royal administration and the social structure of eighteenth- 
century France. 

Robert Forster, The University of Nebraska 


Essays in Roman Coinage Presented to Harold Mattingly. Edited by R. A. G. 
Carson and C. H. V. Sutherland. Oxford: Oxford University Press, 1956. Pp. 
XIV, 292. 60s. 


It is fitting that a Festschrift for Harold Mattingly, whose bibliography occupies 
the first twelve pages of this handsomely produced volume, should be devoted 
to Roman coinage and should include among its participants a dozen of the lead- 
ing authorities in this field. Most of the articles are technically numismatic and 
reflect the current fashion away from art history to political propaganda on coins. 
In this journal particular note should be taken of the expression of malaise among 
some numismatists at the neglect of serious economic analysis: by Michael Grant, 
“The Pattern of Official Coinage in the Early Principate”; by A. R. Bellinger, 
“Greek Mints under the Roman Empire”; from an administrative viewpoint, by 
J. P. C. Kent, “Gold Coinage in the Late Roman Empire”; and from the his- 
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torian’s side, by A. H. M. Jones, “Numismatics and History.” Mention should also 
be made of the important re-examination of relevant texts in the law codes by 
Philip Grierson, “The Roman Law of Counterfeiting.” 

M. I. Fintey, Jesus College, Cambridge 


Archivio economico dell’unificazione italiana. Edited by Carlo Cipolla. Volumes I, 
II, and III-IV. Turin: Industria Libraria Tipografica Editrice, 1956. Pp. 139, 
147, 280. Annual subscription, foreign, L. 3,800; separate volumes, L. 1,500. 


These volumes are the first portion of a most important milestone in eco- 
nomic history. Subsidized by the powerful IRI (Instituto per la Ricostruzione 
Industriale) and directed by Carlo Cipolla, who is well known to Ameri- 
can economic historians, a group of scholars in Italy are pushing forward 
a most ambitious and significant program. Their first aim is to publish a solid 
base of shorter, mainly statistical studies on all important aspects of economic 
development in the Italian states before and shortly after unification. Later the 
group means to follow through with a series of general studies that should put 
our notions of nineteenth-century Italian economic development on an entirely 
new plane. The present volumes are mainly reports on research in progress for the 
benefit of scholars who have some interest in the preliminary findings as well as 
the final summations. This first effort in itself is a substantial achievement; and if 
it is equaled by those promised for later, we shall be deeply in debt to all those 
contributing to this project. 

Almost all the sixteen studies in these four volumes follow a rather fixed pattern, 
for one of the aims of the project is to make the best available data from the sep- 
arate states of Italy easily comparable. In this first “archival” phase, most of the 
authors have confined themselves to writing only a few pages of explanatory notes, 
but the tables that follow are extensive and impressive. In this sober package there 
are some surprises: groups of elegant reproductions of contemporary prints or 
maps relating in some way to Italian economic development. Perhaps this was 
mainly for the patrons. Of course this project is timed to coincide with the cen- 
tennial celebrations of Italian unification. 

The physical form, too, of these dilanct economici is interesting. The individual 
studies are in separate paper covers; and rather than being bound, the volumes 
are contained in a heavy paper jacket that is intended to house groups of mono- 
graphs only until all are published and the owner of the set then decides how 
to bind them: by subject matter (public finance, money, and population are the 
topics of these four volumes, and further studies are planned for production, 
banking, commerce, wages, and income) or by some other arrangement, such as 
by states. Some measure of the completeness envisaged is that even tiny Parma 
and Modena are not neglected. 

There is one monograph here of a different type, obviously meant to stand by 
itself: Pierfrancesco Bandettini’s excellent study “La populazione della Toscana 
alla meta dell’ottocento.” This work is a longer one: 104 pages of text and only 13 
of tables, about the reverse of the proportions in the other studies. It takes advan- 
tage of a rather complete census of the Grand Duchy of Tuscany made in 1841, 
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and builds on it a particularly interesting study of the demographic and economic 
composition of the population. Bandettini shows how, with an urban-rural break- 
down about the same as in the rest of western Europe—apart from England— 
Tuscany had an unusually large number of artisans either independent or at- 
tached to the domestic system of production, only about 55 per cent of the occu- 
pied population as food producers, and a tiny number of true proletarians. The 
country was hardly stagnant, but still rather a distance from beginning its indus- 
trial revolution. This is a fine example of how demography can be an important 
partner of economic history. 

In future volumes several other monographs of the size and stature of Bandet- 
tini’s are promised. In the volumes now under review those that might be singled 
out as having some particular interest in themselves are G. Felloni, “Le entrate 
degli Stati Sabaudi del 1825 al 1860,” and U. Tucci, “Le monete del Regno Lom- 
bardo-Veneto del 1815 al 1866,” the latter with much interesting numismatic 
material. 

Of course it would be out of place to attempt any serious generalizations on 
the basis of this first step. But two of the aspects of the Italian economy around 
1850 that strike one after reading these studies might be mentioned. First, even 
at this late date, many of the monetary and fiscal institutions seem interestingly 
primitive: the importance of revenue from minting operations, the problem of 
retiring clipped and worn coins, the confusion and hardships caused by the numer- 
ous types of foreign coins with legal-tender privileges—these have almost a 
medieval sound. And second, the tables of revenue, even income from consump- 
tion taxes, show only a slight response to what we have come to regard as world 
business cycles. Obviously our ideas about nineteenth-century economic history 
should be much richer by the time Cipolla and his associates have finished. 

Martin Wotre, University of Pennsylvania 





L’évolution de la lettre de change. By Raymond de Roover. (Ecole Pratique des 
Hautes Etudes, VI® Section, Centre de Recherches Historiques, “Affaires et 
Gens d’Affaires,” No. 4.) Paris: S.E.V.P.E.N., 1953. Pp. 240. Fr. 850. 


Le pacte de ricorsa et le marché italien des changes au XVII° siécle. By Giulio 
Mandich. (Ecole Pratique des Hautes Etudes, VI® Section, Centre de Recherches 
Historiques, “Affaires et Gens d’Affaires,” No. 7.) Paris: S.E.V.P.E.N., 1953. 
Pp. ix, 198. Fr. 850. 


Il contratti di cambio nei moralisti dal secolo XII alla meta dal secolo XVII. By 
Luciano dalle Molle. Rome: Edizioni di Storia e Litteratura, 1954. Pp. 180. L. 
2,000. 


Raymond de Roover is probably the world’s foremost authority on medieval 
banking practices. His several works—Money, Banking and Credit in Medieval 
Bruges, The Medici Bank, Gresham on Foreign Exchange—have established, with 
a wealth of concrete detail, the present view of medieval banking as a system of 
credit important to the economic life of the community. His most recent work, 
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L’évolution de la lettre de change, puts his special subject in a broader perspec- 
tive, tracing the bill of exchange through three main periods: the development 
of exchange as a type of contract unknown to the Roman law in the period 1200 
to 1350; the period from 1350 to 1550, in which the medieval bill of exchange 
flourished; and the period from 1550 to 1700, in which the use of endorsement 
and discount substantially modified the medieval bill. 

De Roover draws copiously on his own research in the Datini collection at 
Prato, the state archives at Florence, and the Antwerp archives to provide a solid 
documentation for his history of economic mutations. He is at his best in analyz- 
ing a 1390 Datini bill of exchange and accompanying book entries; with clarity 
and patience he explains each part of the transaction and comments on the signifi- 
cance of each notation (pp. 45-47). He has a firm and shrewd sense of economic 
realities. Handling original economic documents, he proceeds modestly and deftly 
to reasonable deductions. His division of the development of the bill of exchange 
into three stages is strongly supported by his sources. His most sweeping gen- 
eralization, that during the period studied “the bill of exchange was the prin- 
cipal instrument of credit” (p. 143), is based on substantial evidence. 

A number of specific corrections of older authorities are noteworthy. He criti- 
cizes Levin Goldschmidt’s treatment of the medieval exchange banker as nor- 
mally a remitter rather than a lender (p. 12). Similarly, de Roover correctly puts 
a much greater stress on the credit function of the bill of exchange than Holds- 
worth’s generally admirable account in English of the development of negotiable 
instruments. De Roover also believes that Endemann and Ehrenberg exaggerate 
the novelty of banking institutions in the sixteenth century (p. 65), and he cor- 
rects Tawney’s understanding of the just price in scholastic doctrine (p. 145).? 

De Roover himself has interwoven a good deal of discussion of scholastic theory 
with his economic history. On the main points I entirely agree: the doctrine of 
the Church played “a primordial role in the development of commercial credit 
instruments” and the usury rule influenced practice by preventing discount and 
encouraging the use of bills of exchange (pp. 11, 143). At the same time, de 
Roover’s approach to the scholastic moralists is somewhat less patient than his 
approach to economic documents. The distinctions and refinements of moral- 
legal theory that I find stimulating he finds exasperating. This impatience relates 
to an economist’s view of the law: the law’s “fictions” obscure the economic 
“realities.” The modern parallel is the difference between economic and legal 
approaches to antitrust.* Of course the philosophical observer will note that one 
system of classifying events can scarcely be more fictional than another: the test 
is convenience.* For some purposes the legal concepts work better. For example, 
in making a transition from one set of economic conditions to another, it may 
be useful to use legal terms, which retain old associations, in a new context. Thus 





1 William Holdsworth, A History of English Law (13 vols.; London: Methuen, 1922-38), 
VIII (1925), 130, 136, and passim. 

2In accord with de Roover is John Baldwin’s detailed study, The Medieval Theories of the 
Just Price (unpub. diss., The Johns Hopkins University, 1956). 

3 See Edward S. Mason, “Monopoly in Law and Economics,” Yale Law Journal, XLVII 
(1937), 34- 

4 See Lon Fuller’s classic essay on the value of legal concepts, “Legal Fictions,” Illinois Law 
Review, XXV (1931), 519, 877. 
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it was with the scholastic usage of “exchange” and “interest.” To suggest that 
this usage reflected more “sophistries and contradictions” (p. 73) than exist in 
any set of legal concepts seems to me misleading. 

These general observations relate to the evolution of moral opinion on the bill 
of exchange. Delivery of the bill of exchange normally took two or three months. 
Since short-term credit was effected by it, and an interest charge was included in 
its price, the majority of medieval theologians, as de Roover fails to note, treated 
this charge as usury. A minority, which became ascendant by about 1500, de- 
fended the charge as one for “virtual transportation” and distinguished the “sale 
of money” in an exchange from the loan of money.® These formal distinctions 
are not unrelated to economic “realities”; they represent a limitation of the usury 
rule in the field of commercial credit. This distinction is even clearer in the un- 
animous theological condemnation of public usury—open lending to the poor— 
which incurred excommunication, and the unanimous theological opinion that 
exchange banking, if sinful, did not amount to a social evil entailing excommuni- 
cation.” 

To return to the many excellent aspects of de Roover’s book, its last seventy 
pages are devoted to a critical bibliography of original and secondary works relat- 
ing to the bill of exchange that is extraordinarily complete, useful, and incisive. 

De Roover’s work is a specialist's work of general value to historians. Man- 
dich’s Le pacte de ricorsa is a specialist’s work for specialists. Careful, conscien- 
tious, and sometimes tediously minute, it is based primarily on Peri, De Turri, 
Scaccia, and the Venetian state archives (p. 2). It deals with a specific type of 
exchange wherein the parties entered an additional agreement that a bill of ex- 
change be paid by one or several re-exchanges. This agreement made certain that 
payment of the bill would normally be made to the original buyer of the bill on 
the re-exchange to the place of origin. Its use, Mandich finds, was directly related 
to the usury laws. The bull of St. Pius V, Jn eam, condemning exchanges where 
there was no actual sending of letters to another city, stimulated this device 
whereby letters were sent but were sure to return.’ At the same time this system 
avoided the cumbersome necessity of a drawee protesting a bill and insuring its 
return in this fashion. Moreover, a regular service charge, in addition to interest, 
was included in the re-exchange rate and was assured by the ricorsa (p. 138). 

There is a clear difference between Mandich and de Roover on the novelty of 
the ricorsa. Mandich finds the expression “con ricorsa” first occuring in 1565 and 
believes that the contract became really prevalent only in the seventeenth century 
(p. 133). De Roover believes that only the name was new and that the practice 
was simply a variant of “dry” or fictitious exchange as old as the thirteenth 
century (pp. 79-81). So far as economic results are concerned, he is substantially 
correct, if one ignores the service charge on the second bill. So far as concerns 





5 Cf. Henry of Hesse (ff. 1360), Tractatus de contractibus, 1, c. 23, ff. 196-97; in John 
Gerson, Opera (Cologne, 1484-85). Henry is representative of the majority. 

6 Alexander Lombard (fl. 1307) is an early defender. Tractatus de usuris (Bibl. Vat. Folio, 
lat. ms.), f. 168 r: b. 

7Cf. St. Antoninus, Summa sacrae theologiae (Venice, 1581), I11:24:49. 

8 In eam appears in the Bullarium Romanum, V11:880, The canonists, after some hesitation, 
justified the re-exchange as meeting the first bill with a true payment, although the payment 
was by a credit and a usw bill. Navarrus, Consilia, V:19:1,6,10. In Opera, IV (Venice, 1618). 





288 Reviews of Books 


legal techniques and the willingness of the theologians to accept the new form, 
Mandich is right. 

Mandich entirely agrees with de Roover in emphasizing the credit function of 
the Italian fairs and the banking function of the bill of exchange. His con- 
clusions, like de Roover’s, are sensible and balanced: theological opinion led to 
the choice of “complicated technical forms”; economic facts made the exchange 
with ricorsa useful and profitable; it was not a perversion of the economic process 
(pp. 178-179). His comments on the merchants’ attitude toward theological opin- 
ion are suggestive: the merchants wanted the approbation of the Church; they were 
not convinced of the sinfulness of the ordinary credit transactions; if a change in 
legal form effected a change in moral judgment, they were satisfied of the con- 
scientiousness of their conduct. There were cases of sinful violation of the 
Church’s rules, but on the whole the effort was to live within them (pp. 174-175). 
On this point, too, de Roover and Mandich are in accord.? 

The content of the Church’s rules are dealt with by dalle Molle’s I/ Contratto 
di cambit nei moralisti. But it is a book far inferior to the others. It is a straight- 
forward and pedantic synopsis of the writings on exchange of a number of 
scholastic theologians from 1230 to 1660, capped by a twenty-five-page synopsis 
of their views. It is usually accurate, but rarely critical. Dalle Molle adverts, to a 
degree, to the relation of business practice to the scholastic analysts. He marks the 
major steps in the evolution of the scholastic doctrine, which responds “to the 
needs of various places and individual circumstances” (p. 161). But he fails to face 
up to questions as: Was there interest hidden in the exchange charge? If so, how 
were the theologians justified in distinguishing the charge from usury? He annie | 
his sources too literally to have the necessary perspective. t 

At the same time, even within his limited framework he has omitted a good 
deal: St. Thomas Aquinas’ reference to exchange dealers; Astesanus’ treatment of 
exchange; the informative treatise of Alexander Lombard.’ He makes a serious 
error in evaluating Silvester da Prierio, not Cajetan, as the turning point in doc- 
trine on exchange (p. 64).!4 And in general, he stresses too heavily a chronologi- 
cal approach, so that the coexistence of majority and minority views on the law- 
fulness of exchange throughout the period he investigates is ignored. Exchange 
banking, a technical subject, as de Roover and Mandich’s books demonstrate, did 
not respond to the unrefined application of the Decalogue; some centuries of argu- 
ment and analysis were necessary to form seasoned moral judgment on it. The 
area was always a battleground. The interplay of economic forces, legal techniques, 
and moral imperatives then was too tight to permit dogmatic or sweeping inter- 
pretations today. The historian of each discipline involved, however, yet may find 





% This attitude is in distinct contrast to the more cynical view of Pirenne that the usury laws 
had little effect on the merchant class. See his Economic and Social History, trans. I. E. Clegg 
(London: K. Paul, Trench, and Trubner, 1936), p. 146. 

10 Aquinas classifies exchange bankers with usurers. In duo praeceptos caritatis et decem 
legis praeceptos, c. 24. Astesanus defends the bankers. Antonio Astesano, Summa astesana 
(Rome, 1728), II:11:4. Alexander Lombard treats foreign exchange at surprising length for 
the early fourteenth century. 

11 A modern edition of Cajetan’s outstanding treatise on foreign exchange, De cambiis, which 
should be mandatory reading for students of European economic history, appears in P. Ammit, 
ed., Scripta philosophica: opuscula oeconomica-socialia (Rome, 1934). 
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in this very interplay the kind of data that judicious observation and cautious 
inference can make rewarding. 





Joun T. Noonan, Jr., Boston, Massachusetts 


Studi in onore di Antonio Genovesi nel bicentenario della istituzione della cat- 
tedra di Economia. Edited by Domenico Demarco. (Istituto di Storia Economica 
e Sociale della Universita di Napoli, Series 1, No. 2.) Naples: L’Arte Tipo- 
grafica, 1956. Pp. xvi, 346. 


Ouello che 2 vivo del pensiero economico di Antonio Genovesi. By Domenico 
Demarco, (Reprinted from Rassegna economica del Banco di Napoli {1957].) 
Naples: L’Arte Tipografica, 1957. Pp. 34. 


The first item is a collection of essays published to celebrate the bicentennial of 
the creation, in 1754, of the first chair of political economy, whose incumbent 
was Abbé Antonio Genovesi (1712-1769). Not only are the essays of uneven 
quality, but there is a great deal of duplication: at least four different authors 
deal with Genovesi’s ideas on demography and, with one exception, repeat each 
other to a large extent. Those who are pressed for time can turn to Domenico 
Demarco’s address—published separately—which is very well done, concise and 
to the point, and admirably summarizes the contents of the whole volume. 

Genovesi was neither so great nor so successful as Adam Smith, and his eclec- 
ticism prevented him from building a coherent body of doctrine. Moreover, he 
was less interested in theory than in economic policy and in prescriptions to 
remedy the ills of the backward kingdom of Naples. He preached agrarian 
reform and a reorganization of the tax system as the most urgent steps in this 
direction. According to Demarco, Genovesi was the first welfare economist, and 
this is perhaps his best claim to fame. If so, he certainly was not a mercantilist 
as several contributors contend. True, he was well acquainted with the works 
of the English and Spanish mercantilists (Mun, Child, Ulloa, and Ustariz), but 
this proves nothing. A man who insists that agriculture rather than trade is 
the primary source of wealth can hardly be regarded as a mercantilist. Besides, 
Genovesi regards economics as a moral science rooted in natural law. Before 
being called to the new chair of “commerce and mechanical arts,” he had been, 
like Adam Smith, a professor of ethics and “moral philosophy.” Being a priest, 
he undoubtedly was acquainted with the treatises on moral theology in which 
economic problems were currently discussed. Although Genovesi professed only 
contempt for scholasticism, he was unquestionably influenced by his early train- 
ing for the priesthood. For instance, this influence clearly appears in his theory 
of value (based on utility), his predilection for the deductive method, his belief 
in the virtues of “fredom” (competition), his hostility toward monopoly and 
exclusive privileges, and his generous use of references. Yet none of the con- 
tributors saw this point; they mention only that Genovesi did not borrow ideas 
or methods from the physiocrats. Since some of his doctrines were not mercan- 
tilistic, either, where did they come from? Genovesi was erudite and widely read, 
but not original as a thinker. 
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One minor point: it is distressing that none of the contributors seem to know 
about the Kress Library Catalogue. At least one of them could have used it to 
great advantage. Copies may be scarce in Italy, but there is one—kindly presented 
by Arthur H. Cole—in the Biblioteca Nazionale in Florence. 

RayMmonp DE Roover, Boston College 


Swedish Corn Export in the Free Trade Era: Patterns in the Oats Trade, 1850- 
1880. By Gunnar Fridlizius. (Lund University Institute of Economic History, 
“Samhallsvetenskapliga Studier,” No. 14.) Lund, Sweden: C. W. K. Gleerup, 


1957. Pp. 292. 


In the second half of the nineteenth century the growing English demand for 
primary and raw materials, aided by Free Trade, suddenly pulled Swedish exports 
into a breakneck climb. More than any other single factor, it must have been this 
expansion that triggered the “take-off” of the Swedish economy. These exports 
were dominated by timber and iron, commodities that have continued to play a 
prominent part in Swedish foreign trade. For a brief while, however, Sweden was 
also a grain supplier of some standing. After the repeal of the corn laws, Swedish 
grain shipments to England—practically all of it oats—grew some ten times in 
thirty years. In the late 1870's, oats was the second largest item in the Swedish 
export list, and Sweden then supplied about one third of the British imports of 
oats, surpassed in this regard only by Russia. Twenty years later, by the turn 
of the century, it was all over. Swedish exports of oats had ceased almost com- 
pletely. Butter took its place in the export list, but on a modest scale, and agri- 
culture did not again become a major export industry. 

It is the first and expansionary phase of this episode that is the subject of 
Gunnar Fridlizius’ book. He has sifted the records in scores of archives in order 
to construct reliable export figures, port by port, and he has perused the cor- 
respondence and ledgers of the merchants who were active in the oats trade. 
A passion for accuracy is a fine thing, and Fridlizius’ careful attention to his 
sources is commendable. But one may be forgiven for wondering whether the story 
was worth all this. What emerges is that, as we already knew, the oats exports rose 
very rapidly indeed; that, as we should have expected, there were not too many 
exporters in each of the Swedish shipping towns; and that, like many other 
merchants of their time, they usually depended on short-term credit from London. 
That their own profits were usually plowed back into fixed capital goods while 
they continued to rely on British advances for commercial credit is, however, an 
interesting point. The pattern seems to have been common in Sweden already 
in the eighteenth century. 

If there is a wie-es-eigentlich-gewesen school of economic historians, Fridlizius 
belongs to it, but in his painstaking search for details he has neglected the hypoth- 
eses that might give meaning to them. Nowhere is the oats trade related to the 
general course of economic affairs at the time, and for all the statistical work the 
economics of the oats trade gets only the skimpiest attention. Nor is any attempt 
made to throw light on the mysteries of entrepreneurship or the role of business 
organization, although much of the book is taken up by an inventory of the oats 
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exporters and their business methods. They prosper and decline as inscrutable 
shadows. 

All would not have been in vain if Fridlizius had presented us with the fruits 
of his statistical labors in a useful form. But the series for volumes, prices, and 
values are hardly given at all, although the elaborate methods for their construc- 
tion are described at some length. What we get are some perfunctory summaries 
and quite a few graphs without accompaniments of numerical values. Similarly, 
reconstructions of balance sheets from cryptic and antiquated account books are 
tantalizingly hinted at, but the results appear only in fragments. Thus, the book 
is far less useful as a reference work than it ought to have been. It then matters 
little that the English is more than a bit quaint, that misprints abound, and that 
the index is missing. 

Goran Onin, Stanford University 


The Chemical Industry During the Nineteenth Century: A Study of the Eco- 
nomic Aspects of Applied Chemistry in Europe and North America. By L. F. 
Haber. New York: Oxford University Press, 1958. Pp. x, 292. $7.50. 


The moment could not have been chosen more opportunely for publication 
of a history of the chemical industry. It is to be regretted that the study under 
review stops half a century short of the present day; this, however, is not to be 
charged to its author as a fault, but must be accepted as a necessary limitation 
in a field that has become so extensive and complex as to call for either a much 
more generalized or more specialized treatment than that which L. F. Haber has 
given developments up to 1900. Both commercially and technologically the 
world’s chemical industry is now passing through one of those phases of acceler- 
ated change that may be characterized either as a revolution or a crisis, depend- 
ing on our assessment of the probable permanent importance of the transforma- 
tion. The fear or hope, according to view, of nationalization of the industry in 
England, expected general intensification of competition in the “common mar- 
ket,” the great technological development of the heavy organic sector, and, par- 
ticularly, the unpredictably increasing link-up of the petroleum and chemical 
fields are so many ambiguous thunderheads massing on the chemical-industrial 
horizon. It is a time when soundly founded notions of the nature of the industry 
and its history are more urgently required, both within board rooms and in the 
public prints, than ever before. 

Because of its function as the transforming—as opposed to fabricating—branch 
of technology, chemical manufacture is less obtrusive in the industrial scene than, 
say, the automobile industry. It operates in the background, its products passing 
into the economy at thousands of points, playing facilitative, ancillary, or inter- 
mediate roles. Owing to the complexity of its products and the nature of their 
applications, the chemical industry is probably the least understood by the in- 
telligent public, or by those directing the organs of public opinion, and some- 
times one is at liberty to suspect, by those responsible for long-term planning 
within the industry itself. 

Haber is the son of Fritz Haber, of ammonia-synthesis fame. His book, which 
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we understand has already done duty as a doctorate thesis, is the most important 
work as regards scope, and in other ways also, that has been published so far 
on its subject in England. Faithful to his subtitle, Haber’s basic approach is 
economic. Although his focus is on the nineteenth century, his first chapter on 
“Eighteenth-Century Forerunners” adequately introduces the reader to the essen- 
tial earlier developments. One of the most valuable features of the book is that 
it places before the English-speaking reader, in his own language, one of the first 
succinct accounts of the history of chemical-industrial developments in the prin- 
cipal countries of Continental Europe, including the Russia of the czars. In deal- 
ing with the industry in the United States, as is to be expected, Haber draws 
freely on the encyclopedic work of Williams Haynes. For some reason not imme- 
diately evident, Haber regards the development in England, the classical site of 
the industry, as being a three-stage one, occupying the periods 1800-1850, 1850- 
1870 and 1870-1900. Anyone generally acquainted with the history of British 
chemical technology would probably agree that none of these periods marks any 
actual phase of the industry. The 1850-1870 period begins too early and ends too 
soon to delimit the crucial stage of the rise of the great export market for heavy 
chemicals, particularly to America, and introduction of the Weldon and Deacon 
chlorine processes, the black-ash revolver, and Mond and Chance sulphur-recovery 
plants. Perhaps it is because of his arbitrary chronological subdivision of the British 
developments that Haber has not been entirely successful in relating them to 
those in other countries. 

In the main Haber is concerned with the heavy chemical industry and, more 
precisely, with the economic history of sulphuric acid, soda ash, caustic soda, and 
bleaching powder; also, however, he deals fairly fully with the rise of dyestuffs 
manufacture; the explosives sector he disposes of in two pages, and he is by no 
means adequate in his attention to the rise of the electrolytic manufacture of 
chemicals from salt. Chapters are devoted to scientific education, the decline of 
the Leblanc system, the problems of the chemical manufacturers (organization, 
patents laws, governmental intervention, free trade and tariffs), and the workers 
(their conditions, wages, trade unions). Chapter X, “Big Business in the Mak- 
ing,” deals with the growth of the United Alkali Company and of the great 
dyestuff trusts of Germany. The bibliography includes some five hundred items 
of international reference, and there are good name and subject indexes. 

It would be surprising indeed if a work of the scope of the present one were 
without errors of emphasis and factual reference perceptible to readers acquainted 
with various aspects of its subject. Haber, in this techno-historical field so be- 
deviled by anecdotage and prestige writing, has produced a book notably free 
from the faults of his predecessors. There are, however, certain features of the 
work that demand critical attention. 

It is disappointing to find Haber retailing the old, old story of how the salt tax 
prevented the earlier rise of Leblanc soda manufacture in England. This was a 
contemporary ex parte view which makes nonsense of all the documented facts. 
In a table on page 12, Haber, apparently sure of the correctness of the salt-tax 
explanation, gives tonnages of salt shipped down the River Weaver (from the 
Cheshire saltfield), intending to show the effect of its repeal in 1825, but only 
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demonstrating conclusively that the rate of increase of shipments before repeal 
differed little from that which followed it! It may readily be shown that in the 
1830’s the total consumption of salt by the British Leblanc alkali factories was of 
the order of 20-30,000 tons a year—a figure much smaller than the annual fluctu- 
ations in the salt shipments cited by Haber. The author’s deduction from the 
statistics given in his Table 2 (p. 12)—that the falling price of soda crystals was 
also an effect of the ending of the salt duty—likewise cannot withstand the brief- 
est critical inspection. Soda crystals manufactured in the 1800-1820 period were 
produced almost wholly from “natural” (kelp or barilla) alkali and, conse- 
quently, their higher prices had no connection whatever with the salt tax. In 
dealing with the relative economics of the Leblanc and Solvay processes, Haber 
again appears uncritical of the oversimplifications of previous writers. He cites 
the all-too-often quoted speculative jotting set down by John Brunner in 1872, 
forgetting that Brunner and his partner, Ludwig Mond, were attempting to 
attract capital support for their project of introducing Solvay’s process into Eng- 
land. Haber himself cites Leblanc’s raw-material costs and Hasenclever’s estimates, 
both of which suggest that Brunner may have had the interest of potential inves- 
tors in mind. In fact, the economic superiority of Solvay soda manufacture was 
for many years, in England at least, very much touch-and-go, becoming absolute 
only with introduction of brine electrolysis, which destroyed the last techno- 
economic defense of the old Leblanc system. Haber has marshaled most of the 
statistics available from published sources but he has not always tested them 
against the record of the broader circumstances of the industry, which so often 
shows such figures to have been partial, ambiguous, or the dubious quantitative 
component in some forgotten argumentum ad hominem. Comprehension of the 
broad historical pattern and of international relationships would have been greatly 
aided by more extensive use of graphs and comparative tables; adjustment of cur- 
rency values would also have given more significance to turnover figures. 

As the author’s account of the British chemical industry unfolds, the picture 
grows of a splendid initiative blundering to a zenith from which it disastrously 
declined, primarily because of some mysterious failure of the spirit of enterprise, 
coupled with the utter inadequacy of technical education in schools and universi- 
ties geared to production of consuls and colonial administrators rather than money- 
spinning chemists. Haber will find many supporters for variants of this view 
in Britain, where retrospective national pride is not even now reconciled to the 
scientific march which pre-1914 Germany stole on the insular chemical industry. 
What were the facts of the matter? Although a “key” industry technically, because 
of the special character of its products, the chemical industry in nineteenth- 
century England was not a field of investment of the same order as the big four: 
coal, cotton, wool, and iron. It was certainly true that neither in academic nor 
industrial circles was there much knowledge or appreciation of science or of its 
potential significance for technology—not that investors are generally guided by 
informed understanding of the technology of the industry that they hope will 
pay them dividends. The long-established textile, coal, and engineering trades 
that had brought England wealth and imperial power were still raising men from 
clogs to silk hats and two-horse equipages: why should anyone concern himself 
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with the complex business of dyemaking—a mere ancillary trade being carried on 
satisfactorily by foreigners? In free-trade England it doubtless appeared the best 
of good sense to ship British tar to Germany and import, at competitive prices, the 
artificial colors produced from it. When British chemical industrialists and brewers 
required some of the human products of German Wissenschaft, they too were 
imported at modest cost. 

Concerned though he is primarily with economics, Haber makes much of the 
noneconomic explanation of the alleged backwardness of British chemical indus- 
try during the latter part of the last century. In two chapters—by no means the 
least interesting in the book—he deals with the state of scientific education in Eng- 
land and other countries. Behind the framing of these two chapters there appears 
to be an assumption of a relationship between science and technology that in fact 
did not begin to become significant until the century was in sight of its close. 
Haber fails entirely to show the profound difference between the kind of science 
that could only gradually become applicable in the heavy-chemical field and the 
compound-spawning activities of the organic chemists employed in the labora- 
tories of the German dyestuff firms. It was only in the 1870’s that long-estab- 
lished physical-chemical principles began to be applied, very tentatively, to a few 
problems of heavy chemical manufacture; before that time heavy-chemical tech- 
nology was based on traditional techniques, inherited from the alum, soap, glass, 
natural alkali, copperas and salt trades, modified only by a few important empiri- 
cal inventions. About 1880 the first systematic notions of chemical engineering 
and of organizing appropriate courses of instruction emerged: they did so in 
stick-in-the-mud England. “One has to remember,” wrote D. M. Newitt some 
years ago, “that at the time referred to engineering was far more a practice than 
a science, and chemistry more a science than a practice; the idea of merging them 
as a basis of training was a remarkable innovation.” It should not be forgotten, 
either, that Giessen and Heidelberg were famous centers of chemical teaching and 
research many years before a German chemical industry came into existence. It 
was, as Haber himself shows, a sequence of political and economic circumstances, 
for example, liberation of investment funds following nationalization of Ger- 
many’s railways, that brought her deservedly successful organic-chemical industry 
into being—not devotion to pure science in the universities and a more just appre- 
ciation by industrialists of the potentialities of applied chemistry than existed in 
England. When the German politico-economic matrix was ready to bear indus- 
trial development of the new organic chemistry, the existence of large numbers 
of trained organic chemists was a fortunate circumstance, but not the consequence 
of far-sighted preparation. Haber, in some of his interpretations, has certainly 
laid himself open to criticism, but there can be only admiration for the thor- 
oughness with which he has sought out and digested into a narrative most of 
the available information. He has written a most readable book and one that 
should be of great interest to students, not only of chemical industry, but to those 
concerned in general with economic history. 

D. W. F. Harote, Imperial College 
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Vein of Iron: The Pickands Mather Story. By Walter Havighurst. Cleveland and 
New York: The World Publishing Company, 1958. Pp. 224. $4.00. 


A study of Pickands Mather & Co., organized in Cleveland in 1883 as a partner- 
ship for the purpose of mining iron ore in the northern lake states and then 
transporting it to the huge furnaces in the southern lake states, seemingly should 
be of interest to readers of THe JourNAL. But the company, celebrating its seventy- 
fifth anniversary, apparently decided to aim for a wider audience and the author, 
Walter Havighurst, a professor of English and a writer of numerous volumes of 
regional Americana, tries valiantly to fulfill this purpose. Offering anecdotes in- 
stead of analysis and discussing personalities more than policies, the reader is pre- 
sented a confusing potpourri of incidents, some of which are trite and irrelevant. 
Though the author had the co-operation and assistance of various company off- 
cials, he made little use of actual company records. Because Pickands Mather: & 
Co., still operating as a partnership, continues to play an important role in the 
expansion of a significant sector of the American economy, it is to be hoped 
that qualified historians will now be allowed to examine the archives so that the 
firm’s seventy-five years of Great Lakes enterprise can be woven into the pattern 
of American economic development. 

Ricuarp Lowitt, Connecticut College 


Pisa in the Early Renaissance: A Study of Urban Growth. By David Herlihy. 
New Haven: Yale University Press, 1958. Pp. xx, 229. $4.50. 


The early history of European towns has been a popular subject among Ameri- 
can medievalists. In recent decades several scholars in this country have concen- 
trated their attention upon one specific source, notarial records, to investigate the 
social and economic structure of Italian and southern French towns in the Middle 
Ages. This book is a valuable addition to that literature and an important con- 
tribution to the history of medieval Italy. 

The author’s subject is the history of Pisa’s urban development from the middle 
of the thirteenth to the beginning of the fourteenth century, the period of the 
city’s most rapid growth. After describing in detail his primary source of informa- 
tion, the notarial chartulary, Herlihy devotes chapters to significant aspects of his 
subject: geography, demography, politics, taxation, communication, agriculture, 
commerce, industry, and the social structure. A series of appendixes illustrate vari- 
ous problems (for example, population, prices, business contracts) discussed in 
the text with material collected from Pisan archives. The book also contains a 
serviceable bibliography and an informative note on the sources. 

The central theme in Herlihy’s book is urbanization, the pattern of Pisa’s 
growth. He describes this process in broad perspective, identifying the factors that 
favored urban development and the consequences that resulted from the rapid 
expansion of the Arno port. The crucial element in promoting urban growth in 
the late thirteenth century was the introduction of large-scale industrialization, 
particularly of cloth and leather production. This was made possible by an im- 
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proved system of communications and a mass migration of labor into Pisa from 
the contado to staff the industrial plant. A significant result of this development 
was the rise of a new entrepreneurial class, which competed for political power 
with the old mercantile aristocracy. The political program that these novi homines 
put into effect included the reduction of urban rents to provide cheap housing, 
the depression of agricultural prices to provide cheap food, the debasement of 
the currency, and the establishment of a tax system that fell most heavily upon 
the aristocracy and the peasantry. 

Herlihy presents his thesis forcefully and cogently. His evidence is scanty and 
fragmentary, but he marshals it effectively to propound a series of bold and 
original hypotheses. Some of his general statements rest upon precarious founda- 
tions, but they do possess one supreme virtue: they make sense. The author has 
a remarkable gift for perceiving the implications in the obscure and isolated fact— 
the peripheral statement in a saint’s life, the vague reference in a business con- 
tract. His description of Pisa’s physical environment is a triumph of historical 
imagination. The geographical background of the city’s growth is graphically por- 
trayed: the urban nucleus, the hinterland contado, the routes of communication. 
In this account the mundane and the commonplace have been infused with 
historical significance. 

What reservations I have concerning Herlihy’s analysis of the social and political 
consequences of the urban revolution derive from its positive tone. There is a 
sense of inexorable logic, of determinism, that pervades the work; the author 
endeavors to provide clear-cut, precise solutions to every problem, to leave nothing 
ambiguous or unexplained. Given the nature of his evidence and our knowledge 
of parallel developments in other Italian cities, this categorical quality of his inter- 
pretation does not always seem warranted. For example, in his analysis of Pisa’s 
social structure, he assumes that each class was acutely aware of its economic 
and political interests. One may question whether the cleavage between the aris- 
tocracy and the new industrial class was as deep as the author suggests, whether 
their interests conflicted so sharply. Was the political program of the novi homines 
so clearly formulated and so deliberately put into effect as Herlihy maintains? 
The book invites comparison with Salvemini’s interpretation of Florentine politics 
and society in the late thirteenth century. Revisionist scholarship has blurred the 
sharp class distinctions and the well-defined political programs which Salvemini 
postulated; Herlihy’s work may experience a similar treatment. Indeed, one may 
hope that this excellent book will serve as a stimulus for further research on medi- 
eval Italian urban development, a field in which, as the author notes, little has 
been done and the opportunities are boundless. 

Gene A. Brucker, University of California, Berkeley 





Soviet Transportation Policy. By Holland Hunter. (Russian Research Center 
Studies, No. 28.) Cambridge, Mass.: Harvard University Press, 1957. Pp. xxiii, 
416. $8.50. 


“This is an essay in economic history”; the author’s opening words can be fit- 
tingly quoted to begin this review. By dint of careful research, Holland Hunter 
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has ably put together a comprehensive picture of the growth of transportation in 
the U.S.S.R. from 1928 (the beginning of the First Five-Year Plan) through 1955 
(the end of the Fifth), and of that sector’s place in the Soviet economy. But his 
is more than another industry study; it is also an essay on the Soviet “space econ- 
omy” and an analysis of certain important features of Soviet planning and eco- 
nomic administration. 

The Russians, perhaps the most logical people to adopt or develop a location 
theory, have never had one worthy of the name. But theory apart, the common 
denominator of their various location policies has been the well-known intention 
to shift the industrial center of gravity to the east. Hunter shows clearly in the 
first part of his book—which for this purpose should be read in conjunction with 
M. Gardner Clark’s monograph on the Soviet steel industry (The Economics of 
Soviet Steel [Cambridge, Mass.: Harvard University Press, 1956], especially ch. 
xiv )—that this intention has been constantly frustrated by ever-present short-run 
imperatives and, in the early thirties, when the present locational pattern of 
Soviet industry was established, by the predilection for giant-sized plants. Both 
authors show, Clark even more strikingly than Hunter, that it was primarily 
wartime destruction in the west, not peacetime construction in the east, that 
finally did accomplish such eastward shift as has taken place in the past thirty 
years. 

In space-economic terms the most striking feature of Soviet industrialization, 
which sets it apart from many other major industrialization experiences, has been 
its extreme spatial conservatism. Although the tonnage of goods moved (other 
than locally) increased approximately by a factor of ten in the three decades since 
1928, the reticular pattern of transportation—essentially the pattern of the railroad 
net and a few major inland waterways—has changed very little in the meantime. 
The nodes on this pattern corresponding to the industrial centers have swelled 
enormously, many new nodes have appeared on the same network, some old 
arteries have been substantially “widened,” and a few new arteries have appeared. 
But the main and technically very creditable achievement of the Plan era in this 
respect has been to force the tenfold increase in tonnage, and an even greater 
increase in ton-mileage, to flow through essentially the same pattern. It was pri- 
marily an achievement in railroading, for the railroads’ share in total domestic 
ton-mileage (other than local) was already 80 per cent at the beginning of the 
period and has stood at go per cent since the war (Cf. Ernest W. Williams, Jr., 
“Soviet Transportation Development: A Comparison with the U.S.,” American 
Economic Review, XLVIII [May 1958], 415). 

Hunter’s account of how this was accomplished comprises more than half the 
book and includes some of the best chapters in it. One might single out for special 
mention, for example, the chapter on “Soviet Railroad Operations,” in which 
he shows vividly how Soviet railroads now handle a somewhat larger amount of 
freight traffic than American railroads by using their smaller network and rolling 
stock much more intensively and by running much more frequent, though slower 
and lighter, trains. This contrast, the author plausibly argues, is consistent with 
the relative resource scarcities in the two countries. In another very interesting 
chapter he argues that, because the rail network under Soviet control was greatly 
reduced by the German invasion while most of the rolling stock was saved from 
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the enemy, and because relatively much more production capacity than rolling 
stock was lost, transportation was considerably less of a bottleneck for the economy 
during World War II than either before or after. 

By greatly intensifying the use of the existing rail network and keeping new 
line construction to a minimum, the Soviets were able to limit investment in 
transportation to only about one eighth of total investments under the five-year 
plans, thus releasing a large volume of capital resources for other sectors of the 
economy, primarily of course for heavy industry. This was possible because the 
rail network, sparse as it was in relation to the country’s area, was nonetheless 
among the most developed parts of the Russian economy at the time of the Revolu- 
tion, having led Russia’s economic development over the preceding half-century. 
In retrospect it is clear that the Soviets were able to put this most important 
inherited “reserve,” and the supply of technical skills that accompanied it, to ex- 
cellent use, incidentally transforming it in the process from a spearhead of develop- 
ment to a constant bottleneck or near-bottleneck. 

Looking into the near future, Hunter at first concluded that “the transportation 
sector will not have to make percentage demands on the national pool of invest- 
ment resources that exceed its past demands” (p. 282), but in the preface (with 
an integrity that should not go unpraised) questions this conclusion on the basis 
ot most recent evidence. The author’s second thoughts seem well taken to this 
reviewer. It is true that the reorganization (regionalization) of industrial admin- 
istration carried out in 1957 may somewhat reduce the pressure on long-distance 
freight traffic. Indeed this was one of its main purposes. But the same reform, not 
to mention the present efforts to raise agricultural productivity, may spur invest- 
ment in short-distance transportation facilities, such as railway and highway feeder 
lines. We may further ask—and Soviet planners seem to be asking the same ques- 
tion these days—how much more can the exploitation of the rail pattern, largely 
inherited from czarist days, be intensified? In view of over-all economic growth, 
the efforts to raise agricultural production, and the changing resource scarcities 
in the Soviet economy, how much longer can the construction of a significant 
highway network be postponed? Pipelines, electrification, dieselization—these and 
similar relevant considerations enter to complicate further the near-term picture. 

A major imponderable in this regard is the extent of future diversion of re- 
sources to military use, a factor that cannot be overlooked in any analysis of 
Soviet economic prospects. On the one hand, it will affect the volume and pattern 
of investment; on the other hand, it may shape location trends, not so much 
for strategic reasons, as because of an apparent inverse relation in Soviet experi- 
ence between severe pressure on resources and geographic dispersion of economic 
activity (cf. pp. 24 and 274). If a guess may be ventured: the more resources re- 
leased from military use, the greater the volume of capital investment and the 
higher the share of transportation within it. 

The final part of the book addresses itself to a number of questions regarding 
“railroads as a sector of the economy”: costs and revenues, growth of freight 
traffic in relation to growth of commodity output, and so forth. These are fre- 
quently very intriguing. Take for instance the matter of freight rates, an area 
where the Soviets attempted to rely on the price system as much as anywhere else 
within the state sector, but with very disappointing results. There are fascinating 
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possibilities here for the study of the interrelation of central direction and market 
forces in the Soviet economic system that one hopes will be followed up. 

It would have been helpful if, in his discussion of the connection between 
growth in commodity output and in freight traffic, Hunter had given a fuller 
exposition of the rationale of correlating the growth of industrial production with 
freight tonnage on the one hand, and with ton-mileage on the other. One sus- 
pects that the two comparisons do not always serve the same purpose. A correc- 
tion is in order here: Hunter mistakenly accepts Hodgman’s index of industrial 
production “as the most reliable indicator available for over-all industrial output.” 
Although the error does not change the argument much, in fact Hodgman’s index 
purports to measure the growth of the output of Jarge-scale industry only, espe- 
cially so for the crucial years 1928-1937. 

Hunter’s book is undoubtedly a very significant contribution to the understand- 
ing of Soviet economic history and of the operation of the Soviet economic sys- 
tem. It is destined to be the definitive work in its own field for a long time, and, 
one hopes, to serve as a starting point for much research yet to be done. 

Grecory Grossman, University of California, Berkeley 





Origins of Modern Capitalism and Eastern Asia. By Norman Jacobs. Oxford: 
Oxford University Press, 1958. Pp. 254. $4.60. 


Norman Jacobs’ study is a tour de force of sociological theorizing rather diffi- 
cult for the nonsociologist to encompass. Stripped of its jargon, the book deals with 


those historical differences between Japan and China which the author regards as 
significant for an understanding of how and why modern capitalism developed 
in Japan and not in China. These differences relate to a wide range of social 
values and practices concerning exchange, property, authority, occupation, stratifi- 
cation, kinship and descent, and religion. According to the author, China and 
Japan have a common cultural heritage but not a common social heritage. And 
rephrasing the same thesis, he believes that Japan and western Europe share some 
important social institutions and traditions, though they do not share a common 
cultural heritage. He mentions the many similarities between medieval Japan and 
medieval Europe, seedbed of modern capitalism. He highlights the important role 
in restraining central state authority in both areas that was played by the chaotic 
disunity of a feudal society, with its separate and warring islands of power and 
property. The chief among these were the territorial lords, powerful priestly 
orders, and the independent cities and the merchants dominating them. Here is 
the theory of countervailing power as something essential to the early develop- 
ment of capitalism rather than as a description of its latter-day functioning. (For 
an interesting ‘parallel see Shelvankar’s The Problem of India, which raises the 
question why the medieval period did not prove the forerunner of modern capi- 
talism in India as it did in the West.) 

It is important to distinguish between commercial capitalism, fairly widespread 
in the Orient, and full-fledged industrial capitalism, which emerged only in Japan. 
The development of industrial capitalism—at least after its initial appearance— 
involves both internal and external factors, as the industrial technology was bor- 
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rowed from abroad. Jacobs’ study is focused largely on the internal social milieu 
and virtually ignores external relationships, political and economic, between the 
Orient and those countries possessing the necessary technology. In the field of 
power politics Japan stood alone as the only oriental country able to keep western 
imperialism at bay. This meant that Japan could borrow from the West as she 
saw fit and use the instrument of a sovereign state to effect industrialization and 
modernization. The rest of the Orient was reduced to the passive status of politi- 
cal and/or economic satellites of imperial power interests, overtly in the case of 
outright colonies, covertly in the case of China. These dominated areas served as 
sources of raw materials and trade outlets for the industrial economies of western 
Europe, an interest pattern that precluded their industrialization. Why was Japan 
able to resist encroachment? Certainly not because she enjoyed the delightful 
disunity of a feudal society! It may be that Japan has poverty to thank for her 
narrow escape, as her raw materials and markets were not the coveted prizes 
sought in the rest of Asia. Japan thus had the opportunity to see the handwriting 
on the wall in India, China, and elsewhere. Or perhaps the drastic reorganization 
of Japan in 1868 succeeded precisely because the old order was so inflexible, 
whereas China’s mid-nineteenth-century attempt at social revolution in the Taiping 
rebellion failed because the old Chinese order was less oppressive. Jacobs does not 
discuss this extraordinary upheaval which started the century-long struggle to 
transform China into a modern state. Or it could even be that the relative sizes 
of the two countries had something to do with the different timing and pattern 
of unification and social reform necessary to withstand foreign domination. 

I do not know the answers but prefer the full and suggestive exploration of 
the old-fashioned historical approach to the precision of Jacobs’ historical soci- 
ology, which isolates and treats exhaustively certain factors while overlooking 
others simply because they do not fit into the theoretical framework. 

Heven B. Lams, Cambridge, Mass. 


American Labor Unions and Politics, 1900-1918. By Marc Karson. Foreword by 
Selig Perlman. Carbondale: Southern Illinois University Press, 1958. Pp. xv, 358. 


$6.50. 


In this volume, which re-examines the origins of the political philosophy of 
American labor unions, the central theses are: that the AFL tried to remain neutral 
in politics, that it could not deliver the labor vote, that the skilled workers felt 
no solidarity with the unskilled and considered themselves middle class, that labor 
should strive for the better day today and shy from the utopian land of promise, 
and that the conservatism of the union movement in America was due in part 
to the activities of the Roman Catholic Church. 

By utilizing the many labor periodicals, journals and newspapers, other unpub- 
lished material, and personal interviews with participants in labor’s history, Marc 
Karson suggests “newer generalizations than those that have gained prominence.” 
He is bold enough, for example, to challenge the Perlman and Taft contention 
that the AFL failed to endorse Bryan in 1908. He carefully appraises the signifi- 





Reviews of Books 301 





cant factors contributing to the political importance of syndicalism, voluntarism, 
socialism, capitalism, and Catholicism. 

The most important question that Karson raises is: Why did not left-wing 
unionism develop into a movement in the United States? Part of his answer 
is the familiar institutional barriers to socialism that are stressed in Commons, 
Perlman, Sombart, and more recently, by G. D. H. Cole in Volume III of The 
History of Socialist Thought. In good pluralistic fashion he cites the vitality 
of the capitalistic system, the middle-class psychology, the conservative features of 
the American political system, and the antisocialist stand of the Roman Catholic 
Church. One factor he does not list (as Perlman states in the book’s Foreword) is 
the failure of the co-operative movement which solidified Gompers’ thesis that it 
was impossible to escape from the wage system. 

Undoubtedly, the chief significance of this book is its emphasis on the role of 
the Catholic Church. Since a majority of the leaders of the AFL were Catholics, 
“the climate of opinion produced by catholicism’s [sic] institutional and individual 
relationships with the labor unions helped influence unionism in the direction of 
political moderation” (p. xi). Karson will have to stand or fall on this state- 
ment, and I wish he had devoted more space to documenting it. Instead, he 
allotted sixty-one pages (one-fifth of the book) to material on the IWW, de- 
rived mainly from the Proceedings for 1905, and he repeats too much in Chapters 
3, 4, 5, and 6, which treat the political activity and philosophy of the AFL. 

In Chapter 9, “The Roman Catholic Church and American Labor Unions,” 
Karson, a non-Catholic, analyzes the effects of the Pope Leo XIII encyclical, 
Rerum novarum (On the Conditions of Labor), on American labor unions. His 
estimate is that the Roman Catholic Church “has been a vital force accounting 
for the moderate political position” of the AFL, and that it embarked on a posi- 
tive program to influence this development. This view can be contrasted with 
that of Leo Pfeffer, whose recent study, Creeds in Competition, claims that the 
effects of Catholicism were indirect: that the discipline which the Catholics 
learned in church were carried over into the hiring halls. Pfeffer’s contention be- 
comes untenable when examined in the light of the many organizations which 
worked for Catholic union solidarity, the large number of Catholic newspapers 
and periodicals established just before World War I, and the work of the impor- 
tant labor colleges, especially those conducted by or under Jesuit auspices. By 
1917 over forty Catholic societies numbering three million Catholics were part of 
the American Federation of Catholic Societies, and significantly, most were mem- 
bers of the AFL and they worked to better the working conditions of labor in 
conservative trade unions. 

By focusing on this political question, Karson alludes to an important labor 
principle: that a labor party is very unlikely in America, in spite of Meany’s 
latest threat. The reunion of the AFL-CIO in 1955 caused many to speculate that 
a labor party would be the chief result. Karson stresses. that organized labor has 
been in politics for many years, but it has not and will not produce a labor party. 

Understandably, Karson, an Associate Professor of Government, has de-empha- 
sized economic causes here: he fails to give enough weight to the balance of eco- 
nomic power, that is, the strength of the “labor elite” in obtaining bargaining 
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control, and he does not do enough with policies designed to restrict the labor 
supply. But this is good research and writing and we can only hope that the 
projected Volume II will correct some shortcomings, while maintaining the 
high standards of this first volume. 

Avcust C. Botino, Saint Louis University 


The Soviet 1956 Statistical Handbook: A Commentary. By Naum Jasny. East 
Lansing: Michigan State University Press, 1957. Pp. xii, 212. $4.95. 


This is exactly the kind of book one expects from Naum Jasny: original, bad- 
tempered, honest, ungrammatical, knowledgeable, ill-arranged, indispensable. In 
form a page-by-page (or should one say blow-by-blow?) commentary on Narod- 
noye Khozyaistvo S.S.S.R 1956, the first Soviet statistical handbook since 1939, 
it refers to nearly all recent important work on Soviet statistics from both sides 
of the Curtain and points out the new types of falsification present or suspected 
in the new series. 

Strictly for specialists and for reference, the book is very difficult to review 
after simply reading. I have, however, had occasion to use certain passages inten- 
sively and may perhaps usefully comment on these. Population: There is no refer- 
ence to N. Galin’s Kak Proizkhodilis’ Perepisi Naselenia SSSR, which gives good 
reason to believe the 1939 figure is about 1.5 million too high. The same would 
then apply to the 1940 figure. Investment: How admirable to point out the dis- 
crepancy between “equipment installed,” on the one hand, and “construction 
work” and the output of machinery, on the other! But surely it is very simple: 
reparations—altogether forgotten by Jasny—explain the greater growth of the 
former in the most discrepant period, 1940-1948. At this point there should be 
reference to Nove, in the Review of Economics and Statistics (1954). 

Unfortunately, the book came out too early to refer to Shimkin’s new index of 
all industrial production in Automotive Industries, January 1, 1958 (Hodgman’s 
index concerns large-scale industry only, and this gives it a heavy upward bias). 

Peter Wires, New College, Oxford 


Hokkaido: Its Present State of Development and Future Prospects. By F. C. 
Jones. London, New York, Toronto: Oxford University Press, 1958. Pp. vii, 
146. 215. 


Industrial Relations in Postwar Japan. By Solomon B. Levine. Urbana: University 
of Illinois Press, 1958. Pp. xiii, 200. $4.25. 


In order to maintain the present standard of life of over ninety million people 
crowded within four islands poor in resources and dependent upon overseas 
trade, Japan must continue to increase her industrial productivity and foreign 
trade. The books under review are competent inquiries into two aspects of the 
present and prospective development of Japan’s economy. Both identify major 
problems as well as opportunities for greater economic devclopment—the full 
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exploitation of geographical resources and the improvement of industrial rela- 
tions. 

F. C. Jones of the University of Bristol has strayed from his valuable work in 
Japan’s modern political history to examine the economic potential, progress, and 
prospects of Japan’s northernmost island. One could hardly ask for a more suc- 
cinct guide to the present economic state and future development of Hokkaido. 
The extraction of coal, timber, and fish, and the birth of associated industries, he 
concludes, have offset the disadvantages of a scant population and severe winter 
climate to add up to considerable economic progress. But the author is pri- 
marily concerned with what can and must be accomplished in the future to con- 
tribute to the solution of Japan’s economic problems. It is his judgment that the 
future of Hokkaido is most promising for the development of a “secondary centre 
of industry in general and a major centre of iron and steel production,” as well 
as for the realization of opportunities for increasing export trade with North 
America. Given past progress in the face of adverse conditions, the industrial 
and commercial foundations already built, greater financial support from the gov- 
ernment, and the urgency for greater national economic development, there seems 
no reason to doubt his optimistic outlook. 

The traditional prejudice of the government and people of Japan which re- 
garded Hokkaido as something of a “colonial” area was a factor retarding its 
economic development. In his study of industrial relations in postwar Japan, 
Solomon Levine of the University of Illinois shows how traditional ideas and 
values have retarded healthy growth in another area of economic development. 
Levine breaks new ground in his examination of the problems, progress, and 
prospects of trade unionism in Japan. He concludes that, unlike its position in 
the past, organized labor now shares with management and government decisions 
affecting industrial relations. Yet he wisely points out that sharing the decisions 
is a long way from initiating action. For despite the adoption of advanced labor 
codes under the aegis of the American occupation and the remarkable growth in 
unions (over six million in more than 36,000 unions in 1957), the economic basis 
of the labor movement remains weak. The dominance of “enterprise unions” lim- 
ited to workers in a particular firm, the proliferation of unions loosely tied to one 
of several competing national labor centers, and, finally, the preoccupation of 
the national centers with ideological matters while the locus of power, the “enter- 
prise union,” focuses on immediate economic issues are among the reasons for the 
absence of a strong, united labor movement. These same features of the labor 
movement, as well as the strong role of the government in industrial relations, 
have prevented collective bargaining from becoming an effective means for adjust- 
ing industrial relations. But there are other factors in the weakness of the labor 
movement. 

Although more could be said about the economic conditions that have con- 
tributed to the present features of industrial relations, Levine’s study is most 
valuable in demonstrating how concepts of mutual obligation and loyalty to 
superiors, which have traditionally governed social relations in Japan, have molded 
the distinctive characteristics of the constituent trade unions and the paternalism 
in the managerial system. From this point of view his study provides a useful 
case study of how traditional values have naturalized imported institutions to 





304 Reviews of Books 





accord with the social and economic history of Japan. He ends, as does Jones, on 
a note of cautious optimism, believing that a sound start has been made through 
a “new set of incipient institutions” which provide the opportunity for economic 
development within a domestic framework. Traditional ideas, therefore, have 
retarded economic progress in both exploiting the potential of Hokkaido and 
improving industrial relations. But, as these studies show, traditional values are 
weakening and opportunities for further economic progress have been correspond- 
ingly strengthened. 

Rosert F. Hackett, Northwestern University 


The First Labour Government, 1924. By Richard W. Lyman. London: Chapman 
and Hall, 1957. Pp. x, 302. 255. 


Whatever the truth of the criticism that the British Labour party has become 
senile only some fifty years after its birth, the first Labour government of 1924 was 
the first step toward maturity. A minority government, holding less than one third 
of the total seats in the House of Commons, it was marked for defeat even before 
it took office. Here the question is the boldness and imaginativeness of its attempts 
to rule as well as reign and the quality of its accomplishments. 

In this thoughtful volume Richard W. Lyman of Washington University, 
St. Louis, delineates the principles and practices of the Labour party and its 
leaders during this period. And because, as was to be shown, the fate of the 
Liberal party was inextricably involved, the author pays due attention to the 
travails of the Liberals as well as the aspirations and performance of the Labour 
government of 1924. 

Since the minutes of the Parliamentary Labour party were lost in World War 
II, and the Labour party executive minutes, along with the papers of Ramsay 
MacDonald, among others, are not yet open to historians, Lyman has relied 
mainly on the extensive published material. While he has therefore not unlocked 
any closets containing skeletons, he has skillfully and critically marshaled the 
available material and has presented a clear and useful, if not dramatic, account 
of the political scene in Great Britain in the years 1923 and 1924. Like Caesar's 
Gaul, the House was divided into three parts—or parties—but Lyman emphasizes 
the dissensions within each of the parties. Party leaders, if they are to remain 
leaders, have to contend not only against their formally acknowledged opponents 
but often with the factions in their own party. The overthrow of the Humpty- 
Dumpty coalition of Lloyd George in 1922 was, when the time came, easily ac- 
complished; it proved more difficult to put durable and workable governments 
together again. Perhaps Lyman does not give Stanley Baldwin his full due for 
his accomplishment in finally restoring unity in the Conservative party and for 
eliminating the threat of a new coalition under Lloyd George. The effect of the 
first Labour government and of the election which marked its end was to shatter 
the hopes of the Liberals and the prospects of Lloyd George. 

Upon the future fortunes and policies of the Labour party, the net result of 
the short-lived minority Labour government is more difficult to assay. Disillusion- 
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ment both within the party and in the country at large was offset by a more 
balanced view of the political realities that would confront any future Labour 
government—be it minority or majority. Certainly the organized labor movement 
was ready to try again. Ernest Bevin was overruled when he opposed taking office 
without a majority in the House of Commons. His resolution to that effect was 
defeated by a vote of five to one at the Labour party conference of 1924. Nor did 
the Trades Union Congress take any measures to insure a greater control over 
any future Labour government, even though it was recognized that, as one lead- 
ing figure of the Trades Union Congress phrased it, there was bound to be “a 
permanent difference in point of view between the Government on the one hand 
and the Trade Unions on the other.” Lyman’s summation in his final chapter, like 
his work as a whole, is sympathetic though not uncritical. He stresses that the 
issues of Labour party policy “were left unresolved after the Government’s fall.” 
The “remarkable thing is that there was not more uneasiness in the party about 
the gaps in policy which the Government’s experience had revealed.” It may have 
seemed remarkable in 1924 or 1925; the experiences over the next thirty-odd years 
would make it seem commonplace. 

SAMUEL J. Hurwitz, Brooklyn College 


Migration and Economic Development in Rhode Island. By Kurt E. Mayer and 
Sidney Goldstein. Providence, R.I.: Brown University Press, 1958. Pp. vii, 64. 
$1.75. 


Internal migration has been long recognized but long neglected as a central 
factor in American economic development. It has been systematically studied only 
since the 1930's, largerly through the support of the Social Science Research 
Council, the Rockefeller Foundation, and the University of Pennsylvania. The 
first comprehensive work in this field was Carter Goodrich, et al., Migration and 
Economic Opportunity (University of Pennsylvania Press, 1938). This “Study of 
Population Redistribution” developed the field on a broad national and inter- 
regional basis, with some attention to migration patterns in particular regions. 

The major undertaking of this sort today is the University of Pennsylvania 
study of Population Redistribution and Economic Growth, United States, 1870- 
1950, directed by Simon Kuznets and Dorothy Swaine Thomas. In 1957 the 
American Philosophical Society published the first volume of this study, Meth- 
odological Considerations and Reference Tables, by Everett S. Lee, Ann Ratner 
Miller, Carol P. Brainerd, and Richard A. Easterlin. It analyzes and presents 
voluminous census data on internal migration. Mayer and Goldstein pattern their 
methodology after this volume and draw heavily upon it for their data. Mayer 
has made a related study, Economic Development and Population Growth in 
Rhode Island (Brown University, 1953). 

As the study of internal migration advances, there is good reason to analyze 
migration in specific areas. This the authors of Migration and Economic Devel- 
opment in Rhode Island do in a concise, provocative way for one state, providing 
a ready model for similar studies of other areas. They explain the nature and 
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limitations of their methods and data as they proceed, and they include a con- 
cisely written methodological appendix of 11 pages. The entire text is short and 
compact, coming to only 53 pages with this appendix. There are also 9 pages of 
appendix tables containing mainly data on net migration, plus 11 shorter tables 
in the text. The materials used are primarily census data for the period 1870- 
1950. 

Mayer and Goldstein initially pose a crucial problem: What are the “legacies 
of early industrialization” in an older industrial region? Why do advantages of 
an early start eventually become disadvantages, as industrial leadership is chal- 
lenged and competitive position weakened? They do not subsequently develop 
this problem very far except as regards the declining textile industry. This prob- 
blem clearly demands analysis, in Rhode Island as well as other highly indus- 
trialized states and regions. The study shows how migration has affected Rhode 
Island’s population and labor force since 1870. Attention is given to the num- 
bers, nativity, color, sex, age, place of birth, and destination of migrants. Less is 
said about the pattern of economic growth than about migration and related 
demographic changes. Although the interrelations between the former and the 
latter are outlined, more emphasis could have been given to the changing indus- 
trial structure. 

Rhode Island is shown to be highly industrialized and urbanized, with close 
economic linkages to the surrounding area. In effect, it is depicted as a smaller 
“metropolis” with its own “hinterland,” especially as regards attracting workers. 
The state resembles a typical metropolitan area in its pattern of in-migration and 
out-migration. Over the decades Rhode Island has “imported” young people 
and “exported” older people, just as a large city does. The preponderance of 
migration has covered short distances, involving especially Massachusetts, Con- 
necticut, and New York, with most migrants being young, working-age people. 
This highly selective migration is correlated with large cyclical movements and 
with the pace of the state’s industrial expansion. Rhode Island gained popula- 
tion through migration during its rapid industrial growth prior to 1910. Net 
migration gains declined thereafter, turning into losses by 1930. The decline of 
the textile industry was central to these migration shifts, while the growth of 
diversified manufacturing and “tertiary” industries (trade, services, etc.) failed to 
prevent net out-migration or the relative decline in per capita income. The authors 
no doubt correctly regard the expansion of tertiary employments largely as a 
sign of economic distress, reflecting loss of competitive position in manufacturing. 
The point is undoubtedly relevant for other older industrial regions. 

This study is as challenging as it is compact and precise. It needs to be dupli- 
cated for other regions, and it will serve as a valuable guide. In such work more 
attention might be given to long-run shifts in the occupational and industrial 
composition of the labor force and to the evolution of each region’s industrial 
profile. Later studies can develop comparisons and contrasts among regions to a 
much greater degree than was possible in this pioneering study of migration and 
regional economic growth. 





Forest G. Hitt, University of Buffalo 





Reviews of Books 307 





An Appraisal of the 1950 Census Income Data: Studies in Income and Wealth, 
Volume 23. By the Conference on Research in Income and Wealth. (Publication 
of the National Bureau of Economic Research, New York.) Princeton: Prince- 
ton University Press, 1958. Pp. x, 450. $10.00. 


As the title indicates, this is a summary of a number of papers and comments 
thereon at a conference held in Princeton, New Jersey, in March 1956. The vol- 
ume, which has an introduction and three parts, was edited by George Garvy, who 
also served as chairman of the program committee for the conference. 

Part I, entitled “Income Data of the Bureau of the Census,” contains papers 
by Thomas R. Atkinson, Edwin D. Goldfield, and Selma F. Goldsmith, with 
comments by Joseph A. Pechman, Robert J. Lampman, and Edwin Mansfield. 

Part II, entitled “The Matching and Quality Check Studies,” has a joint paper 
by Monroe G. Sirken, E. Scott Maynes, and John A. Frechtling, a second joint 
paper by B. J. Mandel, Irwin Wolkstein, and Marie M. Delaney, a third joint 
paper by Herman P. Miller and Leon R. Paley, with comment by Joseph A. 
Pechman, a fourth joint paper by Leon Pritzker and Alfred Sands, and a fifth 
paper by Marius Farioletti. Comments on the Farioletti paper are offered by 
Charles F. Schwartz, Joseph A. Pechman, Hyman B. Kaitz, and Irving Schweiger. 

Part III, “Examples of Uses of Census Income Data,” includes papers by D. 
Gale Johnson (with comment by Ernest W. Grove), Ernest W. Grove (with com- 
ment by Herman: P. Miller), Eleanor M. Snyder (with comments by Jenny 
Poduluk, Peter O. Steiner, Robert Summers, Irwin Wolkstein, Marie M. Delaney, 
and George Garvy), Herman P. Miller (with comment by Paul Kerschbaum and 
A. H. LeNeveu), and Lazare Teper. 

In general, the entire volume is up to the high standard set by the National 
Bureau of Economic Research for its reports and publications, and the masterfully 
written introduction by Garvy is very helpful to the reader, especially one who is 
not too solidly grounded in statistics. Naturally, the material is highly technical in 
places, and economists or historians who wish to delve into it are strongly advised 
to read the introduction carefully. 

For myself, I leave the volume with mixed feelings. On the one hand, I am 
deeply impressed with the enormous advance we have made in this highly im- 
portant field. It appears that the subject of the distribution of income by families 
and individuals has been attacked not only by the United States Census Bureau 
but also by other agencies with a considerable degree of success. We know much 
more than we knew forty years ago. On the other hand, the papers of the tech- 
nicians who gathered for this conference leave me with an unmistakable impres- 
sion that we have not yet progressed beyond the stage of approximations, and 
fairly crude approximations at that. 

One of the papers (Pritzker and Sands, p. 233) baldly poses the question: 
Which would be preferable, measurement of error or more statistics? The as- 
sumption is that we are unwilling to devote a sufficient amount of resources to 
the procurement and dissemination of statistics in the social sciences that can be 
matched with those in the physical sciences so far as degree of error is concerned. 
In truth, we do not have resources enough to ascertain the extent of the errors 
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in the basic data on income. According to Pritzker and Sands, both of whom 
are or were with the Bureau of Census, we are forced to choose between one 
fairly sharp photograph and a number of pictures that are so fuzzy that we can 
only guess at the identity of the subjects. 

A considerable amount of the space in this volume is devoted to checking the 
quality of the income returns in the Census of 1950, against other series. These are 
a survey of consumer finances undertaken by the Survey Research Center of the 
University of Michigan for the Board of Governors of the Federal Reserve System, 
the wage records collected in the Old-Age and Survivors’ Insurance Program, 
income-tax returns on file at the Internal Revenue Service, and a special post- 
enumeration survey made by the Bureau of the Census itself. All of these check- 
ing procedures turn out to be more or less inconclusive, although they are of 
decided value in that they reveal to us the nature of the shortcomings in our data 
and give definite guideposts to the steps we must take in the future if we are to 
come up with income data of unchallenged validity. The sad part of it is that, 
for the time being at least, economists and historians must use our income data 
with extreme caution. The errors seem to be greatest at the ends of the distribu- 
tion—the numbers and percentages of families with very low and very high 
income. At the same time, it apparently behooves us to be more tolerant of the 
errors we impute to economic and financial statistics assembled in other parts of 
the world. 

There are, to be sure, several bright spots in the picture. I am impressed, for 
instance, by the extent of agreement discovered by Selma F. Goldsmith in her 
comparison of income data in 1947 and 1954 from three different sources: the 
current population survey, the survey of consumer finances, and the Office of 
Business Economics in the Department of Commerce (p. 89). Incidentally, Mrs. 
Goldsmith is the first authority I have come across to acknowledge that “available 
price indexes do not fully reflect the actual rise in prices that took place during 
World War II, and hence overstate the price rise in early post-war years” (p. 97). 
To one who was in the middle of the commodity-price battle involving the con- 
sumer price index in 1943-1945, this is a masterpiece of understatement so far 
as those years are concerned; and I wonder if the price indexes of 1946-1949 
fully reflect the actual extent of the increase in commodity prices at various levels. 
The listed retail prices of automobiles, for instance, failed to reflect the premiums 
being charged by retail dealers in the form of ridiculously low trade-in values. 
Or again, house and apartment rents included much less maintenance than was 
customary before the war. 

Those who are interested in another very “hot” question involving income, the 
accuracy and coverage of Federal income-tax returns, are referred to Marius 
Farioletti’s paper on the results of the 1949 Audit Control Program. On the whole 
it is a rather discouraging picture; and I for one am left with an uncomfortable 
feeling that we probably have underestimated the extent of violations in income 
reporting, just as we underestimated the extent of violations in the commodity- 
price field during the war. 

In conclusion, my chief concern is that this volume be brought to the attention 
of all those who are in charge of the Census of 1960 and to every member of 
Congress who has any authority over‘the appropriation for that census. 

Tuomas S. Berry, University of Richmond 
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Hobson and Underconsumption. By Erwin Esser Nemmers. Amsterdam: North- 
Holland Publishing Company, 1956. Pp. xi, 152. 


Despite certain similarities with Keynesian and post-Keynesian doctrine Hob- 
son’s work is rarely considered serious work by contemporary theorists and has 
been largely ignored by historians of economic thought. Whatever justification 
this attitude may have had in the past, Erwin Nemmers’ able little book will have 
the perverse effect of increasing this neglect. But now with more reason; for by 
distilling the economic significance out of Hobson’s fifty-three books and numer- 
ous articles and reducing it to some intelligible order (and even to some intelli- 
gible disorder), Nemmers has made it less necessary to pore over the original 
sources. There is little doubt that Nemmers’ work will be recommended reading 
for students of the history of economic thought and will undoubtedly increase 
significantly their knowledge of this corner of the field. Unless, therefore, we self- 
righteously value poring over original sources for its own sake, this is a welcome 
addition to our resources. On the other hand, if there are errors and misinter- 
pretations in Nemmers’ account of Hobson’s doctrines (many of which the present 
reviewer would be unable to check), they are likely to be with us a hundred years 
hence. 

It would be a mistake to regard Nemmers’ work as either a biography or an 
essay in contemporary theory, for it is essentially a study in the history of theory. 
As such it avoids some of the usual weaknesses of its genre. He does not attempt 
to conceal the inconsistencies or confusions that are scattered through Hobson’s 
work. He does not see in chance phrases and obiter dicta the whole content of 
later theory. On the other hand, he does not confuse adherence to modern verbal 
conventions with sound analysis; and his ability in economic theory moves him 
surefootedly through an analysis of the main assets and shortcomings of Hobson’s 
system. 

After a rather unnecessary and skimpy sketch of some underconsumption the- 
orists, Nemmers moves into Hobson’s central argument on underconsumption. 
The main outlines of Hobson’s position can be laid out in a few propositions. 
A modern industrialized private-enterprise society normally produces a sizable 
“surplus” for the owners of strategically placed factors of production, owing to 
their superior “bargaining power.” This concept of surplus seems to be akin to 
the idea of economic rent as an observed phenomenon, but to contain also the 
different idea of a surplus in Marshall’s “real cost” or psychological disutility 
sense. Whatever the cause of Hobson’s surplus, he believed it gave rise to an in- 
equality in the distribution of income, leading to oversaving or underconsumption, 
thence to industrial depression, and thence to political imperialism as a means of 
securing markets and/or investment opportunities. The remedies, as he saw 
them, were fundamental tax and other reforms correcting the original inequality 
of income and bargaining power. , 

Needless to say, the different steps in the Hobsonian chain may be of varying 
worth. Nemmers appears somewhat uncritical of the nonoperational character 
of the disutility type of surplus, and also of the notion of equality (or inequality) 
of bargaining power. On the other hand, he does recognize that the surplus con- 
cept, which is neither necessary nor sufficient for income inequality (which, in 
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principle at least, is neither necessary nor sufficient for underconsumption) has 
the function, in Hobson’s analysis, of providing an independent, parallel, ethical 
argument for measures that may also be taken on grounds of expediency in pre- 
venting depressions and imperialism. 

Nemmers correctly concentrates his critical discussion on Hobson’s central 
contention connecting oversaving or underconsumption with industrial depression, 
for this is unquestionably the most interesting proposition for historians of eco- 
nomic thought. Here careful judgment is essential. While it is foolish, as observed 
above, to impute to an early theorist because of some offhand remark an under- 
standing of later analysis, it is perhaps even more dangerous to confuse occasional 
looseness in the use of terms and failure to use modern verbal conventions as 
insufficiencies in analysis and insight. Since, for example, Hobson does not indi- 
cate, when he equates saving and investment, whether he means in the schedule 
or in the measured sense, it is possible to impute to him a belief in a naive version 
of Say’s law, or complete confusion over the forces making for income changes. 
Nevertheless, Nemmers makes it clear that, by attributing depression to a fall 
of investment due to overcapacity and an accompanying failure of consumption 
to make up the gap, Hobson anticipates the essence of the “real” part of the 
Keynesian position. He further points out that Hobson’s weaknesses in com- 
parison with Keynesian thought lie not so much in his failure to deny Say’s law 
with sufficient vehemence, or to use precise terminology in describing saving and 
investment, but in his failure to consider adequately possible equilibrating mecha- 
nisms, such as the interest rate, capital deepening, or the Pigou effect. As Bronfen- 
brenner remarks in his sprightly Foreword, “His monetary theory was weak; his 
capital theory was weaker.” 

There is some reason, of course, to sympathize with Hobson’s skepticism con- 
cerning the efficacy of such equilibrating mechanisms, regardless of his lack of 
understanding of their methods of operation. Moreover, the post-Keynesian 
“growth” theories that have created much interest among modern theorists, the 
Harrod-Domar models, ignore precisely the same equilibrating mechanisms and 
adopt precisely the same rigid constants as did Hobson—a fixed capital-output 
ratio and a fixed proportion of saving to income. Indeed, Nemmers understresses, 
perhaps, the extent of Hobson’s anticipations of the Harrod-Domar theories; the 
latter can be considered alternative formalizations of Hobson’s insights, with 
Malthus an even earlier forerunner.! 

This is not to say that such formalization is not in itself an achievement and 
an advance. Nor is it to say that the Malthus-Hobson-Harrod-Domar analysis 
is entirely satisfactory. The major criticism I would make of Nemmers’ work 
is that he failed to subject Hobson’s theory to the most radical of all anti-under- 
consumption arguments, and one which is as applicable to this “real” variety of 
underconsumption as it is to the more sophisticated Keynesian “real-plus-mone- 
tary” variety. 

This attack goes under the rather misleading name of the “disproportionality 
argument” in the writings of Tugan-Baranowsky, and of “investment for further 


1Domar gave generous credit to Hobson. Cf. “Expansion and Employment,” American 
Economic Review, XXXVII (1947), 34-55. 
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investment” in those of Fellner.? Its essence is simply a denial of the critical propo- 
sition in the underconsumptionist position—that there is some necessary de- 
pendence of the demand for investment goods upon consumption; that is, that 
investment cannot pull itself up solely by its own bootstraps. That this is a logical 
possibility under simplified conditions was precisely what Tugan-Baranowsky 
showed. He envisaged the extreme case in which aggregate consumption remains 
fixed for all time, while all increases in productivity and population show up in 
the form of investment goods whose sole purpose and profit justification would 
lie in the future demand for more of the same, and so on forever. This model 
has some difficulties. In particular, it is not clear just how the price mechanism, 
interest rate, or Harrod-type expectations could start this beneficient (or vicious) 
circle. Nevertheless, Hobson’s system of underconsumption should, in my opin- 
ion, be confronted with this alternative as well as the more current Keynesian 
one. 

Despite this cavil, I believe Nemmers has contributed a real service to his- 
torians of economic thought. If this work stems from a doctoral dissertation, as it 
appears to do, it can be regarded as one of the too few happy results of the scheme 
of graduate education. 





Daniet Gorpon, University of Washington 


Population: An International Dilemma. A Summary of the Proceedings of the 
Conference Committee on Population Problems—1956-1957. By Frederick 
Osborn. New York: The Population Council, 1958. Pp. ix, 97. $2.00. 


This is a condensation of twenty-four papers presented by twenty demographers 
at a series of meetings of an ad hoc committee between May 1955 and May 1957. 
A list of the authors and titles is given in the appendix. The summary does 
not pretend to identify the individual contributions or to cover the original papers 
adequately. Rather it is a cogent presentation of the case for tighter birth con- 
trol, particularly in certain regions, such as eastern and southern Asia. 

The general theme of this little cloth-bound volume is that the decline in 
death rates in certain “underdeveloped” regions over the past generation has not 
been matched by a decline in birth rates. In the absence of sharp reductions in birth 
rate, the implications for population growth between now and 1986 are staggering, 
reaching rates of increase and densities never before known in human history. 
The presumption is that increases in productivity will be diluted among more 
and more humans, with standards of living remaining at or near the minima 
for subsistence. Attention is also paid briefly to the idea of raising the “quality” of 
people in the United States by more intelligent family planning. 

Frederick Osborn critically examines various ways and means of getting birth 
control across to people in foreign lands, and notes the problems encountered in 


2Cf. M. Tugan-Baranowsky, Theoretische Grundlagen des Marxismus (Leipzig, 1905), 
ch. ix, and William J. Fellner, Monetary Policies and Full Employment (rev. ed.; Berkeley, 
1947), ch. ii. J. B. Clark earlier expressed precisely the same idea in his Introduction to Karl 
Rodbertus, Overproduction and Crises (New York, 1898). 
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connection with the religions prevalent in different areas. He is not too optimistic 
and his main hope appears to be that the cultural leaders in every society will 
somehow convert the poor people to the philosophy of fewer and better children. 
In a discussion of the United States, Canada, and Russia, which fails to get very 
far beyond our borders, Osborn lists five types of governmental policies that un- 
doubtedly exert considerable influence upon the average size of the American 
family, such as free public schools, income-tax exemptions, low-rent housing 
projects, marriage and divorce laws, and draft exemptions. No doubt all these 
areas deserve searching examination or re-examination with respect to their effects 
upon the quantity and quality of our population. If and when we get all the scien- 
tific information we need, however, we still have to face ethical issues as basic as 

any this reviewer can think of. 
Tuomas S. Berry, University of Richmond 


Structures sociales et dépopulation rurale dans les campagnes picardes de 1836 a 
1936. By Philippe Pinchemel. (Centre d’Etudes Economiques, “Etudes et 
mémoires.”) Paris: Armand Colin, 1957. Pp. 232. 


This is a revised and enlarged edition of what used to be a complementary 
doctoral dissertation, presented to the Sorbonne in 1952. As indicated in the title, 
the author is concerned with the interrelation between social structure and the 
decline of population in the department of the Somme (Picardy) in the period 
from 1836 to 1936. 

The research is based exclusively on the official French census, which for the 
first time in 1836 furnishes the names of all inhabitants. An improvement in the 
census method in 1872 makes it quite easy to get statistical data on population 
origins and migrations. The years 1911 and 1936 have been chosen because these 
were the dates of the last censuses before the two World Wars, the impact of 
which cannot be underestimated in rural areas, especially when located, like 
Picardy, on or near the firing line. 

Since even within the limits of a single department it would have been 
impossible to present a survey of the whole rural population, the author has 
focused on three cantons, each typical of a specific kind of social structure. The 
canton of Rosiéres had a domestic hosiery industry with an old tradition; Hornoy 
combined cultivation and various craft industries; while the third canton, Rue, 
located on the shore, was entirely rural, with the exception of the small port of 
Le Crotoy. This choice, though arbitrary, reflects the historical and geographical 
variety of settlement in Picardy. From 1836 to 1936 all these cantons witnessed 
a steady if changing decline of their population: 54 per cent for Rosiéres, 59 per 
cent for Hornoy, 31 per cent for Rue. The author attributes these differences in 
the rate of decline to the fundamental role of the domestic industries. Before 1850 
a demographic equilibrium could be maintained in most rural areas because of 
the complementary resources the farmers found in cotton or flax spinning and 
weaving, hosiery knitting, and wood carving. After 1850 these rural industries 
were ruined by the increasing competition of urban industries. New jobs were 
offered in the cities, and the surplus of farmers moved from rural to urban com- 
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munities. In the Somme the maximum of population was reached between 1841 
and 1861, but from this date the decline quickened, more in the semirural dis- 
tricts than in the exclusively rural ones. In some places the former domestic system 
was partly replaced by a more elaborate form of industry, but this shift was rarely 
successful. The very basis of rural organization had been undermined and nothing 
could prevent the farmers from leaving their old-fashioned cottages to join the 
growing cities. This explains why the canton of Hornoy, the most industrial of 
all three and the best adapted before 1860, suffered the greatest decline of popu- 
lation. This conclusion had already been put forward by Demangeon in his classi- 
cal book on Picardy and, more recently, by Pouthas in his Population frangaise 
pendant la premiere moitié du XIX® siecle. Nevertheless, this is the first time 
that a careful and detailed analysis of the phenomenon has been undertaken in 
such a microcosm. 

These rural communities changed radically during the century. The traditional 
French village drew its resources from a wide variety of activities. Now it is 
confined solely to cultivation and cattle breeding. Fewer people are needed but 
no more can be fed, for the “horizons” have narrowed. The improvements in 
techniques have not proved sufficient to increase the standard of living of the 
remaining farmers to any substantial extent. In his conclusion the author empha- 
sizes the need for modernizing the rural life and the many obstacles that delay 
this: routine, lack of capital, absence of long-range plans. 

Within its limits this book is an excellent contribution to the history of French 
social structure during the last century. Of course, the conclusions must not be 
extended to other areas. Nevertheless, historians as well as sociologists and geo- 





graphers will find here some very suggestive data in explanation of recent changes 
in the traditional pattern of French economy and society. 
CiaupeE Fouten, University of Besancon, France 


Napoleon III and the Rebuilding of Paris. By David H. Pinkney. Princeton: 
Princeton University Press, 1958. Pp. xi, 245. $6.00. 


By some odd, but no less striking, coincidence, David Pinkney, who has been 
at work for some twenty years on his study of the reconstruction of Paris under 
the Second Empire, has seen his book through the press in the same year that 
Charles de Gaulle has been granted a long-awaited opportunity to rebuild the 
structure of the French Republic. The Paris of 1851, as depicted by Pinkney, was 
an overcrowded, foul-smelling urban monstrosity for which patchwork improve- 
ments—all that previous administrative officials had attempted—offered no 
salvation. Much the same can and has been said by Gaullists of the present-day 
condition of the French body politic. By 1870, after Napoleon III and his in- 
domitable prefect Baron Haussmann had been forced to call a halt to their protean 
efforts—and, incidentally, had spent the impressive sum of 2.5 billion francs— 
Paris had truly achieved a new look: in place of crooked, narrow streets, there 
were miles of wide, straight boulevards and scores of tree-shaded parks; cramped 
rabbit warrens that had once served for human habitation had given way, over 
large areas, to rows of solid, stone-fronted apartment houses; the polluted and 
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inadequate water supply and smelly cesspools of the old city had disappeared, to 
be replaced by a subterranean network of mains carrying fresh water and huge 
sanitary sewers that dumped their filth well down river from the city. In short, 
a planless chaos had given way to that ordered magnificence that now, as it did 
in 1870, impresses every tourist attracted to the world’s most famous city. One 
wonders if de Gaulle can do as well for the greater problems of the France of 
1959. 

I mention the parallel of Gaullism because it seems to me that Pinkney’s book, 
perhaps unwittingly, raises the question of how the “liberal” historian should 
weight the scales when dealing with the authoritarian epochs in French history. 
Pinkney himself states frankly that “the transformation of the city within two 
short decades probably would not have been accomplished in a state less authori- 
tarian than the Second Empire,” a judgment that, like the general conclusions 
of the book, will prove disconcerting to those accustomed to dismiss Napoleon 
III with Victor Hugo’s contemptuous epithet of “Napoléon le petit” or, like 
J. S. Schapiro, to picture him as a proto-fascist. Yet after reading Pinkney’s study, 
it is not easy to contest the assumption that the job of reconstructing Paris badly 
needed doing or to avoid being, like the author, thoroughly “Haussmanized.” Inci- 
dentally, the name of Haussmann rather than that of Napoleon III should be 
on the title page, for it is the civil servant, rather than the emperor, who emerges 
as the driving force behind much of what was accomplished. What Albert 
Guerard once set out to do for the reputation of Napoleon III, Pinkney has now 
done, with equal success, for Haussmann. 

There is little of a critical nature that one can charge against either the author 
or the Princeton University Press. The latter deserves credit for a beautifully 
printed and illustrated book. For the reader who does not know his Paris well, 
a better guide than the map on page 76 is needed to locate the countless streets 
and landmarks mentioned in the text, but that is a minor fault. Each aspect of the 
task of reconstruction—the planning, the laying out of the boulevards and parks, 
the building of the water and sewage systems, finance and politics—is dealt with 
meticulously and with the sure touch of one who has steeped himself in a subject 
and yet can rise above it. For the economic historian, the most interesting chapter 
is that dealling with the methods by which Haussmann obtained the huge sums 
required by his projects. Here one regrets only that the treatment is so brief. 
One would like to know more about the workings of the Paris money market 
and, at a lower level, more details about how contracts were let, buildings con- 
demned, lots sold, dispossessed citizens appeased, and the like. On these matters 
the very quality of the study but whets one’s appetite for more. What is evident, 
as appears in the studies of Rondo Cameron and David Landes, is that the 
France of the Second Empire had both an impressive amount of capital available 
for investment and much more of the entrepreneurial spirit than is generally 
recognized. 

We have here what is unquestionably a major work, one that adds measurably 
to our appreciation of the accomplishments of the Second Empire. My one half- 
serious reservation goes back to the question of how far one need be seduced 
into honoring the Caesars and their servants who insist on bringing order out of 
anarchy at any cost. Pinkney, in rebuilding the reputation of Haussmann, dis- 
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misses too cavalierly the many French writers who, on aesthetic and other 
grounds, have lamented the havoc Haussmann wrought on the old city. I, too, like 
plumbing that works, but I also share the opinion of Haussmann’s critics that his 
boulevards are often as monotonously dull as they are utilitarian and that the most 
interesting sections of Paris are those he left untouched. To be “Haussmanized” 
is to lose some of one’s awareness of the richness and variety of the past, to be 
partially dehumanized. Paris, like France, has a long history in which the Second 
Empire, for all its accomplishments (and failures, for there were some), represents 
only an episode. 

Joun Bowonitcu, University of Minnesota 


Technik und Industriearbeit: Soziologische Untersuchungen in der Hiitten- 
industrie. By Heinrich Popitz, Hans Paul Bahrdt, Ernst August Jiires, and 
Hanno Kesting. (Sozialforschungstelle an der Universitat Miinster, Dortmund, 
“Soziale Forschung und Praxis,” Bd. XVI.) Tiibingen: J. C. B. Mohr (Paul 
Siebeck), 1957. Pp. xii, 234. DM 21.60. 


In modern industry, as everyone knows, “man” must bear a certain relationship 
to “the machine.” The working life of the worker, and with it much of his mental 
and social life, are set to a large degree by the specific “jobs,” the points in the 
mechanized process at which the human being can or must be introduced. 

In this book, Volume XVI in the series issuing from Professor Hoffmann’s 
Sozialforschungstelle (Minster/Dortmund), a group of sociologists financed by 
the Rockefeller Foundation present a careful study of the machine-man relation- 
ship as it varies from job to job in the coke, iron, and steel industry. A fivefold 
classification of industrial jobs emerges: (1) jobs that are unrelated to machinery, 
(2) jobs in which the machinery gives great leeway in the time, location, and 
nature of work, (3) jobs in which the human activity is bound directly and con- 
tinuously to that of the machine, (4) jobs in which the human power controls 
and directs the machine, (5) jobs devoted to servicing, preparing, or repairing 
the machine. 

The authors insist that the human and social implications of industrial opera- 
tions can be understood without historico-philosophical theorizing about Technik. 
Clearly here, as in some of the earlier volumes in this series, empiricism has 
broken through the muffled sound barrier of German sociology, and a sensible, 
modest, and well-directed study has emerged. One may hope that further work 
along these lines will push the investigation beyond the qualitative and descriptive 
stage and that some measurement of the relative importance of the various kinds 
of industrial jobs can be made, both in the iron and steel industry and elsewhere. 
The classifications developed are promising ones for wider application, and could 
go far to show the labor requirements of modern industrial equipment and the 
implications of modern equipment for the worker. Our ideas still stem too largely 
from Adam Smith’s pin factory and Marx’s description of the factory system. 
The division of labor—that remarkable term in the use of which social theorists 
sound hard-headed and industrial managers sound philosophical—might thus be 
put into a modern context. Since it is one of those terms that, like the “marginal 
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principle,” seems to explain everything from world trade to nursery games when 
properly understood, we must welcome any research which gives it concrete and 
well-defined meaning. 

WituuaM N. Parker, University of North Carolina 


The French Book Trade in the Ancien Regime, 1500-1791. By David D. Pottinger. 
Cambridge: Harvard University Press, 1958. Pp. vii, 363. $7.50. 


This is a successful attempt to write a comprehensive one-volume history of the 
publishing industry and its auxiliary trades in France during three formative 
centuries. It covers the conditions of authorship, book production, marketing and 
distribution, the recruitment and organization of workmen, papermaking, illus- 
tration, and binding. Woven with the main themes are such problems as patron- 
age, censorship, and the development of copyright practices. 

The value of the work is enhanced by the fact that Pottinger shows in detail 
how social, political, technological, and administrative problems—to say nothing 
of personalities—have relevance for what is essentially an essay in economic his- 
tory. Although the author disclaims a “humanistic” approach to his subjects, the 
historian concerned with the intellectual and cultural life of the ancien régime 
will profit from a perusal of this book. 

STaney J. Ipzerpa, Michigan State University 


Coal and Steel in Western Europe: The Influence of Resources and Techniques on 
Production. By Norman J. G. Pounds and William N. Parker. Bloomington: 
Indiana University Press, 1957. Pp. 381. $6.00. 


The purpose of this book is to study the influence of resources and techniques 
on the production of coal and steel in western Europe. The first two sections 
cover the history of the two industries from the eighteenth century to about 1900 
and are based on a wide reading of French and German books and journals. Un- 
fortunately both Pounds’s presentation of his material and his conception of the 
scope of his subject are open to criticism. The information, which has been assidu- 
ously gathered, is set down textbook fashion “according to the major political 
divisions of the continent.” So Chapters V to VIII deal in turn with the indus- 
tries of Belgium, France, Lorraine, Luxemburg and the Saar, and Germany and, 
within the chapters, the coal fields and iron manufacturing districts are described 
seriatim. Consequently the few general statements which Pounds permits himself 
are buried and their wider relevance is not discussed. This method is all the 
more curious since one of the main theses of the book is that national frontiers 
have not affected adversely the development of iron and steel manufacture in 
Europe (cf. p. 15). Furthermore, the scope of Pounds’s sections is too limited. 
He defines “resources” narrowly to mean primarily raw materials, and _particu- 
larly iron ore and coal, yet the other factors of production, which an economic 
historian would consider, receive scant treatment. The discussion of technical 


“ 


developments is useful and accurate though the statement of page 117 that “a 





Reviews of Books 317 


blast furnace could be served by only two or three convertors” needs correction. 
The manufacture of pig iron precedes and does not follow Bessemer steelmaking. 

William Parker’s approach to his subject is completely different. Provoked by 
an interest in the European Coal and Steel Community, he is concerned to ex- 
plain why the west European steel industry underwent a period of instability and 
stagnation after 1913 in contrast to its rapid growth before that date. Whereas 
Pounds’s sections are heavily factual, Parker’s section is theoretical and general. 
It is perhaps significant that the two maps which accompany his discussion are 
bereft of place names. This failure to document his case lessens the force of his 
arguments. The general effect of technological change, he writes on page 268, 
was to reduce labor and fuel costs per ton of output. But he gives no figures to 
support his statement or to indicate the dimensions of the change, yet surely this 
might have been expected in a book whose avowed intention was to discuss the 
influence of techniques on production. Or again, discussing how technological 
change was diffused, he states that innovations did not go unnoticed, but in his 
concluding sentences in this section admits that “the perfectness of communication 

. . may not have been maintained” in the 1930’s. The general statement would 
have gained in authority if it could have been illustrated by what happened in 
particular plants and regions. The slowness in installing wide strip mills would 
provide a particularly illuminating case study. In addition, it might cast light on 
Parker’s statement that “there was a deceleration in the rate of technological 
change which was due to the exhaustion . . . of the possibilities implicit in the 
original inventions” (p. 269). 

A major theme of the book is that in the eighteenth century “the distribution 
of the [iron and steel] industry is to be correlated rather with density of popula- 
tion and with its purchasing power than, as is the case today, with the occurrence 
of its raw materials” (p. 30). But this argument is not systematically demonstrated. 
Nor does it completely find the support of Parker, who writes that, as technologi- 
cal and other changes take place, “the importance of location near large markets 
will continue to grow” (p. 299). Moreover, perhaps the most significant develop- 
ment in steelmaking in the ECSC countries—and one not discussed adequately 
in this book—is the development of coastal sites, notably at Bremen, Ijmuiden, 
Dunkirk, Cornigliano, and Savona (with additional sites under consideration). 
Only Savona is near ore and only Dunkirk near coal, yet by 1961 these coastal 
works will account for 12 per cent of the total ECSC steel output. 

But it is the maps that are the least satisfactory feature of the book. These have 
obviously been drawn by different hands for different purposes. In many cases 
they suffer from lack of clarity owing to excessive reduction to fit the page, and 
more than half are defective. The title of figure 2 is inaccurate, the scales of 
figures 2, g, and 10 are incomplete, while figures 4, 6, 18, 19, and 20 have no 
scales. There are no units given in the keys to figures 4 and 17 and no keys to 
maps 7 and 8. The date is missing from figure 5. To point the comparison between 
the location of the iron industry in the early nineteenth century and the later 
nineteenth century, figures 7 and 8 for France and 17 and 18 for Germany might 
well have been on facing pages. Finally, I would urge that the information used 
for distribution maps should also be presented in tabular form. 

Nevertheless, both as a guide to the literature on the subject and as a discussion 








318 Reviews of Books 





of the historical antecedents of the European coal and steel community, this book 
is not without value. 
W. E. Mincutnton, University College of Swansea 


The Social and Economic History of the Roman Empire. By M. Rostovtzeff. 2d 
ed., revised by P. M. Fraser; 2 vols.; New York: Oxford University Press, 1957. 
Pp. xxxi, x, 847. $26.go. 


It would be impertinent to “review” the new edition of Rostovtzeff’s greatest 
work, nor is this the proper occasion for a much-needed study of his ideas and 
methods. The only question to be examined here is, how new is the new edition? 

The Social and Economic History of the Roman Empire was published in 1926. 
There followed German and Italian translations, in 1931 and 1933 respectively, 
for which Rostovtzeff made changes and additions. When the time came to 
reissue the work in English, the sound decision was made that this must remain 
Rostovtzeff’s book in the final form in which he left it, without substantive altera- 
tions by others, but with the necessary corrections in the references and quotations. 
The second edition, therefore, is a reproduction of the original book incorporating 
the changes of the Italian edition, even more handsomely produced (if that is 
possible) than the 1926 volume. 

In bulk the textual changes consist primarily of the introduction of supple- 
mentary matter based on new archeological and epigraphical finds, notably in 
Cyrene, the Gallic and Germanic regions, Egypt and North Africa, and above 
all, Dura and the Arabian sites that Rostovtzeff devoted himself to in his last 
years. Only in Chapter VII, on the Asiatic and African provinces under the 
Flavians and Antonines, does this new material add up to more than a few lines 
or a paragraph at a time. Much less important are the changes in wording, which 
represent clarifications or corrections of very minor details in all but two cases. 
Chapter III, originally entitled “The Military Tyranny of the Julii and Claudii,” 
has become “The Successors of Augustus: The Julii and Claudii.” Apart from 
the elimination of the phrase “military tyranny,” however, the analysis remains 
unchanged. Then, in the final chapter, Rostovtzeff conceded to his critics that the 
“short sketch of the economic and social evolution of the period after Diocletian” 
may have been “too black and hostile” and that “some improvement in economic 
conditions occurred after the reforms of Diocletian and Constantine” (pp. 748, 
522). But again the change of mind produced no fundamental alteration of the 
text. All in all, therefore, the first edition remains perfectly satisfactory for pur- 
poses of reading and undergraduate study. 

For serious work, however, the new edition must supersede the earlier ones 
because of the very considerable extension and improvement of the notes—those 
marvelous Rostovtzeff notes, with their vast critical bibliographies ranging through 
the entire gamut of evidence, literary, epigraphical, numismatic, artistic, and 
archaeological, sparking off research ideas enough to occupy a generation of 
scholars. Rostovtzeff had himself added much new matter to the notes, and 
his editor has made a further contribution. At an obviously considerable sacrifice 
of time from his own research, Fraser checked “‘a large number” of the references 
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and quotations, corrected “numerous” errors, systematized the often confusing 
method of citation, introduced references to later and more accessible editions, 
and prepared an index of the inscriptions and papyri cited. This thankless work, 
performed by a scholar of Fraser’s caliber, adds much to the book’s value for 
the historian. So does the two-volume format, which permits consultation of the 
notes while the text lies open before the reader. 

M. I. Fintey, Jesus College, Cambridge 





Un grand homme d'affaires au début du XVI° siecle: Jacob Fugger. By Léon 
Schick. (Ecole Pratique des Hautes Etudes, VI* Section, Centre de Recherches 
Historiques, “Affaires et Gens d’Affaires,” Vol. XI.) Paris: S.E.V.P.E.N., 1957. 
Pp. xi, 323. Fr. 1,700. 


This is the biography of a banker by another banker, and not by a professional 
historian. Yet the book is not an amateurish job, but a scholarly piece of work. 
Although the author has not used new source material, he is well acquainted with 
the available bibliography, including the works of Baron von Pélnitz and Jakob 
Strieder. 

The story of Jacob Fugger (1459-1525) is that of his business, the famous 
banking house that under his clever management grew from a small family 
partnership to the mightiest concern in western Europe. In 1527, two years after 
Jacob Fugger’s death, its capital amounted to slightly over two million florins, an 
unbelievable sum, almost twenty times the total invested in the powerful Medici 
bank, half a century or so earlier. It is true that during this time there was a 
drop in the purchasing power of money, but the decline was not large enough to 
account for this tremendous disparity in invested capital. The business firm of 
the Fuggers was unquestionably a giant in comparison with its medieval predeces- 
sors and even towered high above any of its contemporaries. 

How did Jacob Fugger succeed in accumulating such a huge capital? He was 
certainly a man endowed with unbounded energy, unusual business ability, and 
an uncanny flair for profitable deals. Of course, he was ruthless in the pursuit of 
his aims and unhampered by scruples. Taking advantage of Emperor Maximilian’s 
financial plight, Jacob Fugger managed, in exchange for loans, to secure monopo- 
listic privileges that put him in control of the Tyrolian copper mines. Next he 
got a grip on the Hungarian mines. Although he did not control the mines of 
the counts of Mansfeld in the Harz mountains, he nearly dominated the market, 
not only of copper, but also of silver, the valuable by-product which could now be 
extracted from copper ore owing to a newly invented process. It required costly 
equipment, with the result that the small mineowner, unable to afford such an 
expense, was eliminated or forced to sell his output to Jacob Fugger, who had 
built refineries in all the mining districts. 

Léon Schick tells at great length the story of Jacob Fugger’s copper ventures 
and the involved negotiations with Maximilian and later Charles V. Perhaps there 
is too much emphasis on legalistic detail and diplomatic jockeying. The reader 
finally loses track of Jacob Fugger. Althougn he reappears frequently on the 
stage, he does not remain in the limelight. We catch glimpses of him as a negoti- 
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ator, but we scarcely see him in his full stature of a business leader making de- 
cisions and formulating policies. For example, there is a chapter on the structure 
of the Fugger firm, but it is mainly legal and does not show, save for incidental 
remarks, how Jacob Fugger kept his factors in line and co-ordinated their efforts. 
There is also a long chapter on the campaign in the German Diet against the 
Fuggers and other monopolists. But this is a side issue: from a business point of 
view, it is interesting only because of the tactics used by Jacob Fugger to defeat 
his enemies. He certainly did not care particularly about the arguments that his 
lawyers put forth, provided they made a good case and prevented damaging pro- 
ceedings. Fugger’s attitude was one of expediency without much regard for social 
ethics. 

There is one major omission: a concluding chapter. The book peters out with a 
technical section on copper mining that is not original and rests mainly on Agri- 
cola. Schick might have raised the question whether Jacob Fugger was successful 
in the end. In order to secure exclusive privileges he was forced to lend more and 
more to the Hapsburgs and became deeper and deeper involved in government 
finance. After his death, Anton Fugger, his nephew and successor, although not 
devoid of business ability, tried to extricate himself but failed. Most probably 
it proved impossible to pull out without inviting disaster. Eventually the Fuggers 
lost the major part of their business capital in the Spanish bankruptcies, but they 
still kept a sizable fortune, including the extensive landed estates in Swabia that 
Jacob Fugger had wrested from Maximilian. The family still owns them today. 
From a broader point of view, the enormous capital accumulated by Jacob Fugger 
contributed toward mining development and colonization. Nevertheless, a great 
deal was wasted in wars, above all in the religious wars and in conspicuous con- 
sumption at royal courts. With the American treasure the financial resources of 
the Fuggers helped to stem the rising tide of Protestantism. 

My general impression is that Schick has written an excellent book of the con- 
ventional type, but it fails to emphasize the managerial problems. Since the author 
is a banker, the reader is a bit disappointed that he did not lay more stress on 
Jacob Fugger as an entrepreneur instead of dwelling on economic and political 
conditions which provided the setting, but were not the core of the book. 

RayMmonp bE Roover, Boston College 


Ireland and the American Emigration, 1850-1900. By Arnold Schrier. Minne- 
apolis: University of Minnesota Press, 1958. Pp. x, 210. $4.50. 


We have had notable studies emphasizing the role of immigrant groups in the 
United States. There are now signs—and this book is one of them—that the 
source of the stream as well as its course may be significant. What were the cul- 
tural patterns of the particular societies from which our people came? What led 
them to make the break with their home environments? And what impact, if any, 
did their cominz have on the country they left behind them? Arnold Schrier has 
done well to choose, for a study of these and kindred questions, Ireland from 1850 
to 1900, a country which during these years lost almost half its population, chiefly 
to the United States. Working from a variety of materials, he has given us up- 
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wards of a hundred and fifty pages of text and statistical tables packed with 
interesting facts and figures, and well reasoned conclusions drawn from them. 
He has tapped one source which in a dozen or so years would have been entirely 
closed to us; namely, the oral testimony of scores of elderly people who them- 
selves witnessed the impact of emigration on their own families and communities. 
These interviews were especially helpful in showing how the prevalence of emigra- 
tion affected even the mores and folklore of rural Ireland. 

Schrier recognizes the danger of oversimplification in assigning “basic causes” 
to the emigration movement. But foremost in the “set of conditions” that made 
the Irish “peculiarly disposed” towards emigrating he places the “brutal facts of 
Irish economic life.” Chiefly these were bound up with the land system and the 
accompanying lack of industrial development. He considers the flood of emigrant 
letters home the chief source of the image of America that lured people thither. 
He shows how active, but in the end futile, protests were made by the Irish press, 
and to a lesser degree by the pulpit, against the drain on the population. His own 
opinion, however, is that in perspective the over-all effect of emigration on the 
Irish economy was a favorable one. 

An occasional discrepancy mars the author’s argument (who among us 
escapes? ), as when he says of the revolutionary transition in Irish agriculture from 
tillage to animal husbandry that “the rising price index for cattle was at least 
as important in accounting for the increase in pasture as was the continuous drain 
on the agricultural laboring population” (p. 71); yet later he states that “it 
|emigration] made possible a transition in Irish agriculture which can justly be 
called revolutionary” (p. 82). But in general his argument is handled with clarity, 
and is judicious. He neither overplays the claims of his subject nor fails fairly to 
present dissenting points of view. 

In fact, my only serious criticism of the book is that there is not enough of it. 
We get glimpses into the Irish social structure rather than a full and penetrating 
analysis of it. The same is true of the emigrant’s religious, economic, and cultural 
background. One would like to know more of what life was really like in 
Munster, Connaught, and the other sections where the emigrants came from, and 
something of the character of that “severest distress” that led to the peak years. 
The emigration movement itself is exceedingly well done, and its effects clearly 
shown. The background from which it emerged, though its significance is appre- 
ciated, seems to me not sufficiently presented. And one wonders if the British 
government showed any interest in the whole questions. But there are always 
unanswered questions. This is a good book and a useful one for which all students 
of emigration will be grateful. 

Mivprep CaMpBELL, Vassar College 


Economic Changes in the Baking Industry (Published as a Supplement to Baking 
in America.) By Charles C. Slater. Chicago: American Bakers Association, 1958. 


Pp. iv, 73. 


This volume carries forward the description and analysis of Panschar and 
Slater, Baking in America (2 vols.; Evanston: Northwestern University Press, 
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1956) reviewed in this JournaL, March 1958. It covers, particularly, changes ascer- 
tainable by contrasting census data for 1954 with that of 1947. 

Over half of the value of bakery products comes from firms which gross over 
$4,000,000; and in 1954 there were nine times as many bakeries controlled by such 
companies as in 1947. Plant size also increased. The chain-stores’ share of the total 
sales of the bakery industry rose, in the seven years, from 6.5 per cent to 9.3 per 
cent. Per capita consumption of bakery products has declined, yet wholesale bak- 
eries and plants owned by chain stores continue to increase. 

Slater anticipates readjustment in the industry. As large firms aim at fuller use 
of capacity, he suggests, prices will fall below costs of marginal firms which will 
then drop out, permitting a subsequent return to full cost pricing. The persistence 
of excess capacity in numerous other industries provides basis for questioning 
whether this adjustment will materialize. The Slater study does not show con- 
vincingly why the outcome in baking may be so different from that in many 
other industries where each producer maintains such excess capacity as a part 
of marketing strategy. 

TuHeEoporE F, Marsurc, Marquette University 


English Peasant Farming: The Agrarian History of Lincolnshire from Tudor 
to Recent Times. By Joan Thirsk. London: Routledge and Kegan Paul, 1957. 
Pp. xv, 350. 40s. 


Joan Thirsk observes by way of introduction that the historians of English agri- 
culture have hitherto looked more to the farming of the nobility and gentry than 
to the farming of the ordinary villager. The object of her work is in some degree 
to remedy this oversight by means of a detailed study of Lincolnshire farming 
from the sixteenth to the twentieth centuries. She has thus written an original 
and instructive essay which not only fulfills her intenions but also does what an 
important book is bound to do: provokes its readers to ask questions, which some 
may seek to answer by following Mrs. Thirsk’s line of research elsewhere in the 
English countryside. 

Mrs. Thirsk is Senior Research Fellow in the University of Leicester, and her 
work reveals (as well as acknowledges) her indebtedness to that university’s de- 
partment of local history and, in particular, to W. G. Hoskins, once head of the 
department and now Fellow of All Souls, Oxford. Both Mrs. Thirsk and Hoskins 
pay the same careful attention to the idiosyncrasies of soil and landscape; both 
make the same ingenious use of probate inventories, manorial surveys, and tax 
returns to throw light on things so varied as cropping and social structure; and 
both stand on the same underlying assumption that the complexity of historical 
truth is best approached by going directly to a study of the local and the 
regional, and then working outwards, so to speak, from strongly intrenched posi- 
tions. 

Mrs. Thirsk claims—boldly, she admits—that there is much in the story of Lin- 
colnshire farming that is of more than local significance. She adduces four types of 
landscape in the county—marsh, limestone cliff, fen, and clay—and finds a system 
of farming characteristic of each. She then traces the history of each kind of 
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regional husbandry through four chronological periods: 1500-1600, 1600-1740, 
1740-1870, and 1870-1914. She is reasonably confident that much of what she 
has uncovered in the history of Lincolnshire farming will be found true for 
other similar regions: for “the marshes of Essex, the Cotswold hills, the fens of 
Cambridgeshire and the clay lowlands of the Midland plain.” It should prove 
exciting to see how much those who come after will agree with her. 

There are very few things in this book to which one might object—and of 
these objections, the chief ones were anticipated by the author herself. First, there 
is her sampling of probate inventories, the results of which are presented with 
little or no explanation of how they were reached, Mrs. Thirsk being of the opinion 
that it was better not to overburden her reader with such explanation. Needless 
to say, she has satisfied herself on the soundness of her findings, and it would 
be impertinent to challenge them unless one had undertaken her severe labors 
of research. All the same, one regrets the omission. An appendix describing her 
sampling technique and the sort of problem encountered might have been help- 
ful to the specialist student—and the general reader could have cheerfully ignored 
it. 

Second, there is the treatment of the later years of Lincolnshire agrarian history 
and particularly of the nineteenth century. Here Mrs. Thirsk is less expert than in 
earlier periods, her touch less sure: which may account for such small errors as 
making James into John Caird (pp. 237, 265), or for the larger one of assuming 
that farmers had little to complain of in the 1850’s and 1860's. The cattle plague 
of 1865-1866 moved them to very strenuous complaint and shortly afterward to 
the founding of the chambers of agriculture. Indeed the nineteenth century wit- 
nessed the rise of a variety of farmers’ organizations of an unprecedented sort— 
of which some mention might well have been made, if only to show how much 
less peasantlike peasant farming had become. 

Davin Sprinc, The Johns Hopkins University 





The Great Siberian Migration: Government and Peasant in Resettlement from 
Emancipation to the First World War. By Donald W. Treadgold. Princeton: 
Princeton University Press, 1957. Pp. xiii, 278. $5.00. 


The two giants of the modern world, the United States and the Soviet Union, 
owe their contemporary position largely to the spread of their populations over an 
entire continent. For the United States this process of gradual occupation and 
opening up of new lands has been studied in quite some detail. Not so for 
Russia. In recent years there have been many attempts to apply Turner’s frontier 
theory to other places and periods, in particular to Russia (cf. Owen Lattimore, 
“The Frontier in History,” in X Congresso Internazionale di Scienze Storiche, 
Relazioni, Vol. 1, 1955, pp. 105-138; conference on the frontier in Paris, 1957, still 
unpublished). So far, however, most of these efforts have not proved entirely 
rewarding. The principal reason is not so much the inapplicability of Turner’s 
insights, but rather their loose and indiscriminate use. Generally, the reason for 
this situation is simply the inadequacy of reliable, detailed factual information 
on the process of migration and settlement. As far as Russia is concerned, there are 
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very few respectable monographic treatments of the history of Russian (eastern 
Slavic one should say) “frontiers.” In some instances, however, there is a sizable 
amount of undigested raw material, readily available in printed form, that could 
be put to use for such a monographic treatment. Siberia has been particularly 
favored in this respect. Naturally such raw material must be analyzed, digested, 
summarized if it is to be put to use by the general or comparative historian in 
recasting his hypotheses into valid and fruitful generalizations and syntheses. 

This is the important service Donald Treadgold (University of Washington) 
has rendered in the book under review. He has assembled, analyzed, and presented 
in an accessible form a great wealth of fragmentary and dispersed documentation. 
It consists primarily of the numerous and bulky published official reports, statistics, 
and accounts of peasant settlement in Siberia by various agencies of the Imperial 
government. In an attempt to enliven the story and give a concrete description of 
the actual conditions of migration and settlement, Treadgold has also made 
abundant use of the observations of journalists, visiting dignitaries (in particular 
P. A. Stolypin and A. V. Krivoshein), and official inspectors (A. N. Kulomzin). 
Unfortunately, in spite of his efforts, he has failed to paint a vivid picture of 
the human aspect. 

Despite its very manageable size—an advantage not always enjoyed by mono- 
graphs—Treadgold’s book covers a wide range of topics. In every case descriptions 
and analyses are based on a wealth of documentation, and the numerous references 
will be particularly welcome to all students of the problem of migration and 
peasant settlement, in Russia as well as elsewhere. It would be too long to sum- 
marize fully Treadgold’s contributions or conclusions on every one of the topics. 
A mere listing must suffice here. After a brief survey of the history of peasant 
movement into Siberia from the seventeenth century on, Treadgold analyzes the 
conditions in European Russia that led to the massive migration at the end of 
the nineteenth century. He describes carefully the efforts made by the government 
to control and supervise the migration and the help provided to the settlers. Fur- 
ther, the book contains valuable descriptions of the actual process of migration 
and of the conditions of settlement (particularly in regard to the practices of land 
tenure) which resulted in a new way of life for the peasantry in Siberia. The hard- 
ships that stimulated migration and the difficulties that accompanied settlement 
in Siberia (especially after the opening of the Trans-Siberian Railway) gave rise 
to public debate of the facts and meaning of Siberian migration. Treadgold ably 
summarizes the positions taken on this problem by individuals, public bodies, 
political groups, or parties. In this connection he also examines the debates on 
Siberian migration and agrarian problems in the Duma between 1906 and 1917. 
From his examination of the record he draws an interesting conclusion that once 
more illustrates the basic paradox of Russia’s social and political development 
in the nineteenth century: while the government—gradually and reluctantly— 
came to view Siberian migration favorably (and men like Stolypin and Krivoshein 
did their best to further the process as a means of forestalling revolution), the 
intelligentsia underwent an evolution in the opposite direction. In the nineteenth 
century they had advocated more liberal rules and more government help for the 
peasants who wished to go east, because they saw in migration a means of better- 
ing the lot of the peasantry. Towards the end of the Imperial regime, however, 
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the intelligentsia—because of their preference for socialist ideas and their strong 
desire to overthrow the regime—opposed the eastward movement. Their reasons 
were twofold: first, migration seemed to provide a “safety valve” for the pent-up 
hatred and despair of the masses; and secondly, the peasant in Siberia, far from 
promoting more socialistic or communal elements in Russian agrarian life, was 
developing an individualistic, “capitalist”-type economy. 

It is interesting to note, in this connection, that his examination of the evidence 
has led Treadgold to conclude that the settlement of Siberia was not so much 
the work of the impoverished, hopelessly miserable, as that of the dissatisfied, 
but better-off peasants (Table 7, p. 94). “In this light, migration, during the 
period treated [end of nineteenth and early twentieth centuries] appears less as a 
flight from grinding misery than as one facet of an over-all adjustment in Russian 
agriculture which gave promise that it might be achieved with success” (p. 62). 
The history of the Siberian settlkement—the forces that impelled it, the ways 
of meeting agrarian problems, the economic and social conditions created by the 
peasants’ free activities on new soil—can serve, he maintains, as a paradigm of 
the “natural” evolution of agrarian social and economic relationships under con- 
ditions of complete freedom. This is a very important and challenging thesis. I 
have neither the space nor the competence to analyze it critically, but it will repay 
close study by the sociologist and the economist. It is particularly significant be- 
cause the theory and policy of Communism deny what Treadgold, along with 
many others, believes to be the fundamental and true desires, aspirations, and 
preferences of the peasantry. 

In a complete evaluation of the book we must, unfortunately, also mention 
that its form leaves something to be desired. The organization is primarily 
chronological. Though this is perhaps the most convenient way of organizing 
such complex material, it does result in some choppiness. Major problems and 
trends cannot be followed as easily as one would like, as they are broken up 
among several chronological sections. Finally, the discussions of genera! problems 
of Russian agrarian history and of the economics of peasant society are a little 
bit too compressed and at times reveal a slight polemical intent. They should be 
read with a great deal of care. 

These criticisms do not in the least detract from the value of Treadgold’s con- 
tribution. He has put many historians in his debt by presenting this complete, 
intelligent, and carefully documented account of a very important and complex 
social and economic process, a process which contributed much more than is 
frequently realized to the transformation of Russia on the eve of the Revolution. 
In so doing he has called our attention to some vital questions of Russian eco- 
nomic and social thought and policy. He has also reminded us that, on the eve 
of the Bolshevik Revolution, Russia contained the seeds of alternatives to the 
Soviet solution. We should, therefore, be skeptical of those accounts that view 
history as the inevitable product of “vast impersonal forces.” Under the present 
conditions of life and scholarship this reminder cannot be repeated often and 
strongly enough. To avoid the pitfalls of fatalism and oversimplification we need 
more such careful monographic studies of the remaining facets of Russian agrarian 
history or the history of frontiers. 





Marc Raerr, Clark University 
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Antitrust Policies: American Experience in Twenty Industries. By Simon N. 
Whitney. New York: The Twentieth Century Fund, 1958. Volumes I, II. Pp. 
XXili, 560; x, 541. $10.00. 


The broad aim of this study is to contribute toward ascertaining the results of 
the enforcement of antitrust law in the United States. The historical record of 
development, structure, and performance of each of twenty industries is examined 
with particular attention to the role of antitrust action. 

This study is divided into several distinct parts. It opens with Whitney’s intro- 
ductory chapter. His two excellent summary and concluding chapters at the end 
of the book are followed by the Report of the Twentieth Century Fund Com- 
mittee on Antitrust Policy. The heart of the study, however, consists of the mono- 
graphs on twenty industries supplemented by an appendix with critiques of each 
case. 

There are eight comprehensive industry monographs. These cover the two 
largest mineral industries as well as six manufacturing industries, each selected 
as having the largest sales in one of six broad logical divisions of the Census of 
Manufacturers. These eight industries have not, therefore, been selected because 
of antitrust action or notoriety; the aim of the inquiry into their performance and 
the effect of antitrust action upon performance is to give representative observa- 
tions suitable for hypothesis or generalization. In addition, to broaden the scope 
of the inquiry, twelve industries are examined less comprehensively and with 
primary reference to antitrust cases. These twelve cases were expressly selected 
because of antitrust interest. 

The eight broad monographs are in Volume I. They are: petroleum, bituminous 
coal, meat packing, cotton textiles, paper, chemical manufactures, steel, and auto- 
mobiles. The twelve cases are in Volume II, and are as follows: cast-iron pipe, 
tobacco products, anthracite, aluminum, shoe machinery, motion pictures, tin cans, 
farm machinery, corn refining, cement, pullman cars, and insurance. 

Bibliographical citations are to court and FTC decisions and to the better 
moongraphic studies of each industry as well as to articles in the professional 
journals and to such reporters of industry comment as Business Week and For- 
tune. Each of the monographic studies, however, conveys a firmer grasp than 
could be obtained from such sources alone. Questionnaires and interviews have 
added materially to an understanding of central issues. The industry monographs 
convey the awareness we expect from one who has lived with the people and 
problems involved. The whole volume has coherence, with conclusions drawn 
effectively from the monographs. In this review I shall undertake to comment, in 
a general way, on what Whitney undertakes to do. Yet the major value of his 
study lies in the fact that what he does is done in a very specific way, industry by 
industry and case by case. 

Whitney considers a wide range of criteria that may be pertinent to the evalua- 
tion of performance, such as production, product quality, price, profit, taxes, ma- 
terials costs, and innovations. The criteria emphasized differ somewhat from 
industry to industry. The competitive structure and the role of antitrust action 
also differ. Where items can be quantified, this is done; but qualitative judgments 
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are also cited and rendered. On the whole, Whitney is sanguine about the econ- 
omy. Of the eight industries in Volume I, he characterizes performance as either 
excellent or outstanding in four, good in one case, improving in another, and less 
than satisfactory in only two. The two in this last category are bituminous coal 
and cotton textiles, and Whitney draws some inferences from the fact that these 
two industries are those least subject to concentration. In examining the generally 
satisfactory performance in the other industries, the author takes account of the 
trend toward oligopoly structure and of the institutional factors contributing to- 
ward dynamic competition in the United States. 

It is difficult to evaluate or criticize such a vigorous survey that at the same 
time is so restrained in claims of finality. The open-ended quality of the whole 
study is suggested by the appended critiques, written by industry experts, govern- 
ment officials, or university economists taking exception to procedures or conclu- 
sions in the chapters. 

In this study such economic characteristics as price elasticity of demand or 
cross elasticity are conveyed without laboring terms that have special meaning to 
economists. I was troubled at not finding, in the aluminum chapter, Alcoa’s low- 
price policy attributed in greater measure to the high degree of price elasticity 
in the demand curve for aluminum. The use of lay terms to describe technical 
conditions should result in a wide reading of the book by persons in many differ- 
ent disciplines who are concerned with the formulation of public policy. 

One broad question may be raised as to whether measures of performance 
are adequately objective so that different scholars would come to the same judg- 
ment on the basis of available data. A related query turns on the suitability of an 
industry-by-industry approach, with the necessarily arbitrary breakdowns that con- 
tribute to such anomalies as the adverse judgment on cotton textiles stemming 
partly from new developments in what we hail as chemicals. I do not think 
Whitney’s study provides a guide to any one certain answer. The strength of the 
study lies rather in the author’s constructive consideration of diverse factors not 
neatly patterned by an a priori theory. Perhaps if we consider the still lively 
controversy over the profitability of meat packing, or that over the failure 
of the major automobile companies to produce an economical small car, we must 
acknowledge we are not ready with pat answers as to industry performance. But 
if we are to guide antitrust action in those areas where it will do the most good 
in improving the effectiveness of the economy, we need, by all means, the sort 
of judgments Whitney has undertaken to make. 

The time that lapsed during the preparation of the two volumes and the process 
of publication is reflected in the number of important developments since the cut- 
off date. The Supreme Court decision upholding the application of Section Seven 
in the Du Pont-General Motors case is the most striking, and since this study 
appeared, this same Section Seven has again come into prominence in the Beth- 
lehem-Youngstown decision. The introductory chapter suffers from the author’s 
heroic effort to provide a severely condensed but adequate summary. In 1955 
maximum fines were set at $50,000 rather than $5,000 cited on page 20, and 
adverse court action in the Goodrich case at least reflects FTC efforts to utilize the 
maximum quantity discount provision of the Robinson-Patman Act, which 
Whitney had stated, page 17, was never made effective. 
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The availability of this judicious and careful analysis provides a new challenge 
for those who are grappling realistically with problems in the area of monopoly, 
competition, and government policy. 

Tueopore F, Marsurc, Marquette University 


The Cotton Regency: The Northern Merchants and Reconstruction, 1865-1880. 
By George Ruble Woolfolk. New York: Bookman Associates, 1958. Pp. 311. 
$5.00. 


The central theme of this monograph is the campaign of northern capitalists 
to resume and expand their economic operations in the South in the years follow- 
ing the Civil War. Their principal objectives were investment opportunities, 
bumper cotton crops for the textile mills, and the development and exploitation 
of markets for consumer goods. In pursuing these goals business interests in 
various northern cities often became sharp rivals; for example, Boston and 
Philadelphia against New York, and eastern cities against western. Such rivalries 
produced differences over the Federal government’s southern policy—in 1866 Bos- 
ton favored a cotton tax, New York opposed—which in turn deeply involved 
businessmen in politics. Southern railroad expansion and consolidation was often 
related to these intercity conflicts. Western merchants improved their competitive 
position when Cincinnati, Louisville, and St. Louis became internal ports of 
entry, and when their vigorous agents (“Knights of the Bag”) blanketed the 
South in a search for customers. By 1880 the South had become virtually an eco- 
nomic colony of the Northeast and Northwest: “Men of Commerce in these 
regions had truly become the Regents of the former power and wealth of the 
‘Cotton Kingdom’” (p. 191). 

This monograph deals with an important chapter of American economic history, 
but it is marred by two serious defects. First, the prolix, obscure, cliché-ridden 
prose and eccentric organization will tax even the remarkable tolerance of social 
scientists. Second, the broad historical framework is naively schematic. Woolfolk 
seems to assume that economic history is the study of the sordid side of human 
life and that the nineteenth-century business community consisted of tight little 
groups of back-room conspirators. To illustrate: he has a populist image of cities 
as mere “clusters of countinghouses” (p. 18); wartime patriotism was only a cloak 
for wartime profits (p. 16); the effort of Radical Republicans to win civil rights 
and the ballot for southern Negroes was “a smoke-screen behind which the men 
of the new order cut across the field to outdistance agrarianism in the race for 
supremacy” (p. 40); indeed, in the postwar South, “Reconstruction” was simply 
“a Yankee euphemism for capitalist expansion” (p. 81). Such an acceptance of 
partial truths for whole truths results in gross distortions and makes this mono- 
graph an unhappy illustration of what Charles A. Beard called the “devil theory” 
of history. 

KENNETH M. Stampp, University of California, Berkeley 
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and John Stuart Mill. Of special interest are Attwood’s emphasis 
on “full employment” as a goal of economic policy, Joplin’s 
formulation of a savings-and-investment theory that is strikingly 
similar to that now associated with J. M. Keynes, Wilson’s dis- 
cussion of overinvestment, and the close relation between cycles 
and growth outlined by Mill. $5.00 


THE JEWS OF PERPIGNAN 
IN THE THIRTEENTH CENTURY 


An Economic Study Based on Notarial Records 


By RICHARD W. EMERY 


Among Western European Jewries, the Jewish community of 
Perpignan is unique in the volume of surviving documents con- 
cerning its members’ activities. Dr. Emery presents fully the 
contents of the notarial registers of the thirteenth century, im- 
portant documents indeed for Jewish economic history. Thus 
he is able to balance and correct previous studies of southern 
French Jewry that almost entirely ignored the notarial regis- 
ter. $4.50 


i 


Gl) 


COLUMBIA UNIVERSITY PRESS 
2960 Broadway, New York 27, N. Y. 





Please mention THE JOURNAL when answering advertisements 

















Index of Books Reviewed (continued) 


Havicuurst, WaTEeR 
Heruny, Dav 
Hunter, Hottanp 
Jacoss, NorMAN 
Jaswy, Naum 

Jonzs, F. C, 

Karson, Marc 
LEvINE, SoLomon B. 
Lyman, RicHarp W. 
Manpicu, Gruiio 
Mayer, Kuar B., and 
GoxpsreIn, SIDNEY 
NationaL Bureau OF 
Economic REsEARCH 
NemMeEas, Erwin Esser 
Oszorn, FREDERICK 


PINCHEMEL, PHILIPPE 


Poyxnery, Davi H. 
Porrrz, Heinricn, 
Banrpt, Hans Pavt, 
Jones, Ernsr Avousr, 
and Kesrinc, Hanno 
Portincer, Davm D. 


Pounps, Norman J. G., 
and Parker, WituiuaM N. 


RostovrzerF, M. 


Scuick, Lion 


ScurizR; ARNOLD 
SLATER, CHARLEs C, 


Tuirsk, JOAN 
Treapcoip, Donato W. 


Wuirney, Snuon N. 


Woo Fox, Gzorcz Rus_z 


Vei Iron: The Mather reviewed 
pets Pickands Story, 


Grossman 

Origia of Modere Capitalism and Eastern tia, 

reviewed by Helen B 

The’ Sort igh Sutil Headbck: “A Com- 

mentary, reviewed Peter Wiles 

Hepnr Tanne Sa ot 
reviewed 


Le pasts da vicows ot.lé mantht iealién des chenges 
Bi reviewed by John T. Noonan, 
r. _- + +- + © © ° J ° * s * . * 
Migration. ud. Economie Development in Rhode 
Island, reviewed by Forest G. Hill, . . . 
An Appraisal of the 1950 Census Income Data: 
Studies in Income and Wealth 


Wealth, reviewed by Thomas S. Berry 
~—— and Underconsumption, reviewed by Dan- 
iel Gordon . > . = . . . 
Population: An International Dilemma. A Sum- 
mary of the Proceedings of the Conference Com- 
mittee on Problems—1956-1957, te- 
viewed by G Bt 96 os Kees 
Structures sociales et dépopulation rurale ss les 
pty a Mest de 1836.2 1h, ae 
by Cloud Claude Fohlen . . . 
Napoleon Ill and the Rebuilding of Paris, ‘edenel 
by John Bowditch . . 
Technik und Industricarbeit: ‘Somielogioche Unter- 
suchungen in der eee reviewed by 
William N. Parker . . 


The French Book Trade in the Ancien Raven, 
1500-1791, reviewed by Stanley J. Idzerda . 

Coal and Steel in Western Europe: The I 
of Resources and Techniques on ‘uction, 
reviewed by W. E. Minchinton. . . . 

The Social and Economic History of the Seales 
Empire, reviewed by M. I. Finley 

Un grand homme d'affaires au début du XVI° 
siécle: Jacob Fugger, reviewed by Raymond de 
Roover . . . 

Ireland and the Amsricen Emigration, 1830-1900, 
reviewed by Mildred Campbell . . . . . . 

Economic Changes in the Baking Industry, se 
by Theodore F. Marburg . j 

English Peasant Farming: The Agrerien History 
Lincolnshire from Tudor to Recent Times, te- 
viewed by David Spring . . . ey ee 

Ti toon Mie, Mates Coaipoat 
Peasant in Emancipation to 
the First World Wer, reviewed by Marc Raeff ‘ 

Antitrust Policies: American Experience in Twenty 
Industries, reviewed by Theodore F. Marburg . 

The Cotton Regency: The Northern Merchants and 
Reconstruction, 1865-1880, neers by Wenn 
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THE NINETEENTH ANNUAL MEETING OF THE 
ECONOMIC HISTORY ASSOCIATION 


The annual meeting of the Association will be held at Columbia 
University on September 11-12; 1959. The program committee, 
under the chairmanship of Sylvia L. Thrupp, has arranged a program 
around the general theme of Economic Growth Under Differing 
Social and Political Systems. The subjects, chairmen, and speakers 
for each session are listed below. 


PROBLEMS OF ECONOMIC DEVELOPMENT 
IN NONINDUSTRIAL SOCIETIES 


Chairman: Harold C. Williamson, Northwestern University 

Paul Bohannan, Northwestern University 

Thomas W. Shea, Jr., Villanova University 

Discussion: Marvin Mikesell, University of Chicago 
Walter C. Neale, University of Texas 


TWO CLASSIC CASES OF INDUSTRIALISM 
RECONSIDERED 


Chairman: 'T. Easterbrook, University of Toronto . 
John T. Krause, Ohio State University 

Herbert Kisch 

Discussion: Morris D. Morris, University of Washington 


THE ROLE OF THE STATE IN INDUSTRIALIZATION 


Chairman: Carter Goodrich, Columbia University 
Choh-Ming Li, University of California, Berkeley 
Joseph Dorfman, Columbia University 

Discussion: A, K. Steigerwalt, University of Michigan 


INDUSTRIAL REVOLUTIONS IN AN EGALITARIAN AGE 


Chairman: Sanford Mosk, University of California, Berkeley 
David Felix, Wayne State University 

Bert Hoselitz, University of Chicago 

Discussion: Arthur P, Whitaker, University of Pennsylvania 

















